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GREATER PRODUCTIVITY: KEY TO THE 
TRANSIT PARADOX 
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DO A BETTER COMMUNICATIONS 
JOB WITH MOTOROLA MICROWAVE 


Motorola multi-channel microwave facilities can transmit: 
VOICE * CONTROL * COMMUNICATIONS » VIDEO 


ECONOMICAL The most economical type of multi-channel 
communication. 
EASY TO EXPAND Channels can be inexpensively added. 


WEATHERPROOF Maximum protection from failure due to ~~ VOICE 
snow, ice, rain, lightning, and high winds. 


DAN ALS. 
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private line and party 
VERSATILE Spans rivers, swamps, mountains, and busy city line, manual and dial 
streets with ease and is virtually unlimited in length. telephone circuits 
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PRIVATE Owner has complete control of communications facilities 
at all times; narrow beam assures private communication. 
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Modern industry is increasing the emphasis on automation, data 
transmission, and centralized control in order to provide better protection CONTROL 
of personnel and property, better service, and more efficient operation. | supervisory ‘contol, re 
Motorola microwave can provide the complete communications system control, remote 
. : ical 
needed for this type of operation. ot aan 


More miles of MICROWAVE—IN and OPERATING : ily 01 


Working dependably over the years, Motorola microwave systems iminat 
ranging from 7 to over 1000 miles in length are operating in all : in gen 
types of applications and in all kinds of weather. This greater | enterp 
acceptance and experience means engineering and production COMMUNICATION 


“know how’’—equipment which performs better, lasts longer, paris s. It i 
telemetering, rtising 


and costs less to maintain. These extra dividends repeatedly telegraph, fama: . 4 pte: 
appear in operational records of Motorola users. a: 
». 
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PARTIAL LIST OF POWER-UTILITY INSTALLATIONS > ; ; . wick 


Arkansas Power & Light Co. Kentucky Utilities Co. 

Pacific Gos & Electric Co. lovisiana Power & Light Co. 

Southern California Edison Co. Cleveland Electric Illuminating Co. 

Northern Indiana Public Service Co. Ohio Power Co. 

Idaho Power Co. Oklahoma Gas & Electric Co. 

Central Illinois Public Service Co. Pacific Power & Light Co. monochrome and « 
Ilinois Power Co. Bonneville Power Administration (USD!) TV, radar date 
Kansas Power & Light Co. Ohio Valley Electric Corp. * i 


AA MOTOROLA 


ra 
COMMUNICATIONS & ELECTRONICS, INC. 


The Complete Supplier of Radio Communications Systems 
Motorola Communications & Electronics, 1400 N. Cicero Ave., Chicago 51, Illinois 
A Subsidiary of Motorola Inc. 
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ately owned and operated utilities and 
icly owned and operated utilities, on a 
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enterprise system. It is an open forum 
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B public utility regulation and _ allied 


s. lt is supported by subscription and 
rtising revenue; it is not the mouthpiece 
y group or faction ; it is not under the 

bria! supervision of, nor does it bear the 
rsement of, any organization or associa- 
a 2 editors do not assume responsi- 

for the opinions expressed by its 


4 4 


ns: Address correspondence to PuBLic 
FORTNIGHTLY, circulation department, 
lvania Building, Washington 4, D. C. 
nonth for change of address. 


es $1.00. Annual subscription price 

a year): United States and posses- 
*90; Pan American countries, $15.00; 
+16.00; all other countries, $17.50. 


«s second-class matter April 29, 1915, 

ie Act of March 3, 1879, at the Post Office 

sore, Md., December 31, 1936. Copy- 

1257, by Public Utilities ‘Reports, Inc. 
1 Sik 


Public 
Utilities 


FORTNIGHTLY 


VOLUME 60 JULY 18, 1957 NUMBER 2 








ARTICLES 


Greater Productivity: Key to the Transit 
Paradox Robert L. Banks and E. L. Tennyson 73 


Why is it, pone a multiplicity of new highways, super- 
highways, bridges, and tunnels, our traffic congestion grows 
worse ? 
“Hard Money” and Public 
Utilities Herbert Bratter 80 


A resumption of — money with a probable stimulation 
of inflation would have a far more detrimental effect on 
utility economics. 


REA Comes of Age John J. Hassett 91 


To the question is REA coming or going, the answer seems 
to be a qualified “both.” 


FEATURE SECTIONS 





Washington and the Utilities 
Telephone and Telegraph 
Financial News and Comment 


What Others Think 


Effect of Current Money Conditions on Utilities ... 
Public Relations Only Answer to No. 1 Problem ... 
The Regulation of Natural Gas 

The March of Events 

Progress of Regulation 

Industrial Progress 

e Pages with the Editors . 6 © Utilities Almanack 

© Coming inthe NextIssue 10 © Frontispiece 


@ Remarkable Remarks .. 12 © Index to Advertisers 





PUBLIC UTILITIES REPORTS, INC., PUBLISHERS 
Executive, Editorial & 
Advertising Offices ..........++.332 PENNSYLVANIA BipG., WasHINnGTON 4, D. C. 


PRN CIO nav ce iss 0550 4 sina cseeecie CANDLER Bu1LpiInGc, BALTIMORE 2, Mp. 


Advertising Representatives: 
New York 6: Robert S. Farley, 111 Broadway, COrtland 7-6638 
Cleveland 15: Macintyre- Simpson & Woods, 1900 Euclid Avenue, CHerry 1-1501 
Chicago 1: Macintyre-Simpson & Woods, 75 E. Wacker Drive, CEntral 6- 1715 
Pacific a. MM. D. Pugh & Associates 
1 No. cee sentaaiaine Altadena, Calif. SYcamore 7-2894 


1050 Lincoln Avenue, Palo Alto, Calif. DAvenport 5-4815 





"Sal 
ies 
ce 
ea 

hig 


Latest unit for Burlington Station, year of sustained performance, proved 
Public Service Electric & Gas Company that natural circulation boilers can 
has a-capacity of 1,350,000 Ib of operate easily with drum design pres- rang 
steam per hr. Comprehensive circula- sures of 2800 psi, for throttle con- 


tion tests on this unit, plus more than a ditions over 2400 psi. b £ 
oile 















B&W NATURAL CIRCULATION BOILERS ABOVE 2600 PSI DESIGN PRESSURE wi 

NO. DES. PRESS.| THROTTLE} TOTAL REHEAT TOTAL Cy bg 

NAME OF UTILITY STATION psi PRESS. psi| TEMP. F | TEMP. F Kw li b 

Indiana & Michigan Electric Co. Twin Branch 2650 2335 940 900 76,500 provi 





2700 | 2350 | 1100 | 1050 200,000 
2700 | 2350 | 1100 | 1050 225,000 
2700 | 2400 | 1050 | 1000 400,000 
2700 | 2400 | 1000 | 1000 150,000 
2700 | 2400 | 1060 175,000 C] 
2825 | 2400 | 1053 862,500 a 
2700 | 2400 | 1050 325,000 ton 
2700 | 2400 | 1000 150,000 
2700 | 2400 | 1050 400,000 
2725 | 2400 | 1050 660,000 


Public Service Electric & Gas Co. Burlington 

Public Service Electric & Gas Co. Linden 

Southern California Edison Co. Huntington Beach 
Virginia Electric & Power Co. Bremo 
International General Electric Company | Chiba 

Memphis Light, Gas & Water Div. Thos. H. Allen 
Detroit Edison Co. St. Clair 

Virginia Electric & Power Co. Portsmouth 


























Southern California Edison Co. Mandalay 
Pacific Gas & Electric Co. Pittsburg 
TOTAL CAPACITY SERVED 3,624,000 
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e’s a reason why so many progressive utility 
panies and their engineers, thinking of turbine 
ttle conditions of 2400 psi, have turned to 
VW. It is the unique record of performance of 
V high pressure natural circulation boilers. 


blicity of installation and operation has been 
ght to high pressure steam generation by B&W 
ral circulation boilers. They have lower oper- 
B costs because no machinery requiring power 
maintenance is needed for circulation. 








range operating experience — since 1939 — 
been gained with natural circulation high pres- 
boilers operating above 2000 psi. Operators’ 
ess with natural circulation boilers is due to the 
W Cyclone Steam Separator, and a design which 
es liberal use of outside downcomer capacity 
provides proper balance of makeup and riser 


n turbines are an extra plus value. Cyclone 
m Separators not only maintain good circula- 
bu, used with Steam Washers, they maintain 
tionally clean turbines. At one plant, where a 














Are Considering... 


100 PSI THROTTLE CONDITIONS 


You'll Want to 
Investigate BaW’s 
Unique Experience 


B&W Radiant Boiler has been on the line con- 
stantly for a year, the turbine manufacturer reports 
that the turbine is the cleanest high pressure unit his 
engineers have ever seen. And tubes in the high duty 
part of the furnace are as clean internally as the 
day they were installed. 

B&W first designed natural circulation boilers for 
operation at drum pressures over 2000 psi nearly 
20 years ago. Today 86 B&W natural circulation 
boilers with these high design pressures are in 
operation and 52 more are being built. 


The Babcock & Wilcox Company, Boiler Division, 


161 East 42nd Street, New York 17, N.Y. 
‘ G-845-CS 
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wth the Codlitors 


a. late Cordell Hull, long-time Sec- 
retary of State during the Franklin 
D. Roosevelt administrations, used to 
have a pat explanation as to why his job 
was so diificult and vulnerable to more 
criticism than any other Cabinet post. It 
is simply, explained Mr. Hull, that “every- 
body considers himself an expert on for- 
eign policy.” 


PERHAPS the same explanation might 
be made with respect to solving the allied 
problems of trafhe and transit difficuliies. 
A surprising number of people consider 
themselves experts on transportation. Per- 
haps it is just one of those little kinks in 
human nature. The same citizen who 
would not dream of disputing his doctor, 
lawyer, plumber, or other professional ex- 
pert or technician in their own specialties, 
nevertheless considers himself qualified to 
talk very knowingly about solving city 
transportation and traffic problems. 


STRANGELY enough, the proposed solu- 
tions from these volunteer lay experts in- 
variably reflect their own status with re- 
spect to the situation. The daily car driver 
thinks there should be more and _ better 
highways, wider streets, more parking 
places. The users of common carrier trans- 
portation think in terms of restricting 





ROBERT L. BANKS 





E. L. TENNYSON 


parking and curbing private automobile 
transportation during rush hours. The 
man who lives in the suburbs is all for 
fast throughways and freeways into the 
downtown area. The man who lives in the 
city and has to pay the taxes would like 
to see something done about taxing the 
man who lives in the suburbs. 


AND so it goes. Everybody is an expert, 
or thinks he is. But meanwhile the transit 
and traffic problems are further from solu- 
tion than ever. Why does our traffic con- 
gestion grow worse despite a multiplicity 
of new highways, superhighways, bridges, 
tunnels, and so forth? \nd why do the at- 
tempts at stricter traffic controls, such as 
parking restrictions, one-way streets dur- 
ing rush hours, pedestrian light controls, 
off-the-street parking, and other measures 
only seem to make matters worse ? 


+k *K *k > 


pia opening article in this issue by 
E. L. TENNYSON, transit operations 
engineer of the city of Philadelphia, Penn- 
sylvania, and Ropert L. BAN«Ks, trans- 
portation consultant of Washington, 
D. C., is an analysis of urban transporta- 
tion woes, especially as they relate to the 
transit utilities. These authors think the 
key to the problem lies in stimulating an 
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Whether in general operations, financing, engineer- 
ing or other business matters, the consulting and 
advisory services of Commonwealth can be of mate- 
rial assistance. 

These services are integrated with the plans 
and policies of client management in accomplish- 
ing the desired objectives. Commonwealth experi- 
ence is built on work covering many states and 
companies, in operations varying from a few em- 
ployees to thousands, and in projects from a few 
dollars to many millions. 

Commonwealth is an independent organization 
built on a business record of 50 years, and wholly 
pwned by officers and employees. 

Let our booklet tell you more. 
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PAGES WITH THE EDITORS (Continued) 


increase in the productivity of transit. 
Whether our expert readers agree or not, 
tney will find this informative discussion 
by two well-known authors on an increas- 
ingly serious and commonplace situation 
interesting and thoughtful reading. 


Mr. Banks, a native of New York, is 
a consultant in transportation economics. 
He was formerly associated with the New 
York Central Railroad, the Civil Aero- 
nautics Board, and the Department of the 
Air Force. He is a graduate of Columbia 
University and was a Fellow in Transpor- 
tation at Yale. 


Mr. TENNYSON, a native of New 
Jersey, is transit operations engineer for 
the city of Philadelphia, which owns a 
rapid transit system which it leases for 
private operation. In prior years, Mr. 
TENNYSON served as traction commis- 
sioner for Youngstown, Ohio; vice presi- 
dent for Kenosha Motor Coach Lines, in- 
terurban division; analyst for the trustees 
of Pittsburgh Railways & Motor Coach 
companies; and agent for Greyhound 
Lines. Mr. TENNYSON is a registered en- 
gineer, having obtained his BS and BE 
from Carnegie Institute of Technology. 
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(are high cost of money is undoubtedly 
making it more expensive and diff- 
cult for public utility companies to raise 
money to take care of the skyrocketing 
demand for plant expansion and new con- 


OHN J. HASSETT 


struction. But will it be followed by higher 
rates to customers? These companies are 
paying the highest interest rates in nearly 
a quarter of a century because of their 
need to sell debt issues. 


RECENTLY a statement was made on the 
floor of Congress that the so-called “hard 
money” policy of the Eisenhower admin- 
istration is going to saddle gas, electric, 
and telephone customers with higher rates 
over the next twenty to thirty years. This 
statement was made by a governmen: 
ownership advocate whose real concern 
may have been that the higher cost for 
capital is putting pressure on federal 
power and other tax-exempt agencies to 
finance their operations on a more self- 
supporting basis. 


But, is it true that the increased cost of 
capital is especially detrimental to public 
utility operations, or will it of itself result 
in higher operating costs? HERBERT 
BrATTER, Washington, D. C., economist 
and professional writer of business ar- 
ticles, finds a very contrary indication: 
namely, that a resumption of cheap money 
with a probable stimulation of inflation 
would have a far more detrimental effect 
on utility economics. 


— J. Hassett, formerly of the edi- 
torial staff of this magazine, has since 
been active in the public relations field in 
Washington, D. C., and New York city. 
Mr. Hassett was born in Washington 
and is a graduate of nearby Georgetown 
University. He has been a staff member 
of the public information department of 
AGA and Washington director of public 
relations for Structural Clay Products 
Institute. Out of his experiences on both 
sides of the editorial desk he has written 
his estimate of the REA’s outlook. 


THE next number of this magazine will 
be out August Ist. 


y 
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QUICK FACTS-1956 


% Increase 
Amount Over 1955 


Net Income for Common Stock $ 5,452,421 11 


Per Share of Common Stock $1.67 11 
Per Cent of Operating 

Revenue. . ape ae 21.6 2 
Dividend Rate per Share 

Endof Year ...... $1.28 7 


Operating Revenues . $25,212,731 8 


Gross Additions to 


Utility Plant $22,606,960 130 


Kijowatt-hour Sales 


in thousands) . 2,083,709 11 
Peak Load—Kilowatts 532,300 10 
Customers at End of Year 192,311 3 
Average Annual Kilowatt-hour 

jse per Residential Customer 7,205 10 


Furacopy of Puget’s 1956 Annual Report, 
urite: Frank McLaughlin, President 
&60 Stuart Building, 

Seattle 1, Washington 


PUGET 


e®ese 


POWER 








1956... 
Puget Power's 
Greatest Year 


Underlying this attainment and making for 
continued dynamic progress are thes@ sources 
of basic strength: 


e A service area (principally in Western 
Washington) rich with the promise of 
growth—a 60% increase in population and 
a 30% gain in per capita income by 1965 
are forecast. 


The firm conviction manifested by the 
people of the Puget Sound-Cascade region 
that cooperation among their electric 
utilities is the key to ample low cost power 
and economic progress. The public demand 
for a cooperative approach to achieve 
these ends brought forth the now success- 
fully functioning Puget Sound Utilities 
Council. This favorable climate of public 
opinion also has enabled Puget to under- 
take a $90,000,000 new construction pro- 
gram which, on completion in 1959, will 
increase the size of the company by 60% . 
Further, Puget’s exceptional capitaliza- 
tion ratio of 39% long term debt and 61% 
stock equity permits this large scale 
expansion to be financed without the sale 
of additional common stock. 


e Highly ‘electric conscious’? consumers 
who strongly hold that electricity is the 
“well-spring”’ of better living in a dynamic 
economy. Compared with the annual 
national average, Puget’s residential cus- 
tomers use nearly 2) times as many kilo- 
watt hours at a rate fully 50% less. 


The area Puget serves is great in physical 
resources and natural advantages, but 
greatest of all in creative and productive 
people. It is these people who provide the 
foundation for our faith and confidence in a 
greater tomorrow. 


PUGET SOUND POWER & LIGHT CO, 





\ 
eseeeeeseeoevoeeeeeeeeeeveeeeeeeeeeeeeeeeeeee @ 





Coming IN THE NEXT ISSUE 


(August 1, 1957, issue) 


* 


THE FUTURE OF SOLAR ENERGY 


During the first half of the twentieth century, the amount of coal used to generate on: 
kilowatt-hour of electricity dropped from seven pounds to less than a pound, or its equiv 
alent in other fuels. But there is widespread belief among engineers that the industr, 
has just about reached the limit of technical efficiency with respect to fuel economy, s» 
that during the second half of the twentieth century a shortage of fossil fuels promise 
to become a real problem of world economy. Some nations already are in short suppl 
and some have none at all of their own. The best of the hydroelectric sites have already 
been developed and the economic utilization of atomic power is still an unknown quar 
tity. Hence the continued interest in the possibility of using solar energy, which is the 
abundant and everlasting heritage of the entire world. John |. Yellott, executive direc 
tor, Association for Applied Solar Energy, Phoenix, Arizona, has written a compreher 
sive analysis of the possibilities of solar energy utilization, amply supplemented with 
graphic illustrations. 


RURAL LOAD DEVELOPMENT THROUGH UNITED CO-OPERATION 


Three years ago former REA Administrator Ancher Nelsen invited members of the 
electric utility industry, both business-managed companies and REA co-operatives, 
along with equipment manufacturers and agricultural experts, to a joint meeting on the 
subject of farm utilization of electricity. The purpose of this conference was to discus 
ways and means for expanding farm use of power and out of it grew the Inter-Industry 
Farm Electric Utilization Council. Guy W. Thomas, vice president, commercial oper- 
ations, Public Service Company of Colorado, describes the organization, development, 
and operation of this group, which is providing leadership in the accomplishment of 
more and better use of power on the farm. 


UTILITIES FIND FORESTRY PAYS DIVIDENDS 


Upper Peninsula Power Company in northern Michigan, started eight years ago what 
has come to be known as a ''tree farm,’ and put 45,000 acres of timberland under 
the management of professional foresters. There were several reasons for this move: to 
insure continued supply of basic material for the company's best customers, to see how 
modern management methods would work out, and to provide attractive forests fo 
recreational facilities. Southern California Edison is another utility company which ha 
gone in for forestry. James H. Collins, professional writer of business articles, reports o' 
this interesting innovation of utility company practice. 


* 


‘ Yo 


Al + ae Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 


PUBLIC UTILITIES FORTNIGHTLY—JULY 18, 1957 *PU] 





* 


Lxpansion financing costs more— 


rates can pay the increase... 


... if rates are realistically upped to bear higher interest, utilities must offer 
to get new money for sorely needed expansion. Public service commissions* 
realize the increased cost of new financing and will listen to applications for 
rate increases with this as one of the bases. BUT, to be sure all facts and figures 
will stand scrutiny, accurate RATE ANALYSES covering company experience 
over a sufficient period of time are a MUST. 


With this exclusive machine R & S can provide 
MONTH-BY-MONTH bill analyses of the utmost 
dependability—and produce them faster and at lower 
cost than any other method! 

The whole story of this outstanding utility com- 
pany service is in a booklet called, “THE ONE STEP 
METHOD OF BILL ANALYSIS.” Write Dept P-4 
for a free copy—DO IT TODAY! 


® 


“Your key to better figures since 1911” 


oe —eomee Sekt, fcr. ee: ee bee owe cered | a oe 
100 Sixth Avenue, New York 13, N. Y 





*PUBLIC SERVICE COMMISSIONS know and respect R & S analyses—they have figured prominently in hundreds of rate cases 





Caudle Cake 


“There never was in the world two opinions alike.” 


Davin E. LILIENTHAL 
Former chairman, Tennessee 
Valley Authority. 


WILLARD FRANK LIBBY 
Member, Atomic Energy 
Commission. 


EDITORIAL STATEMENT 
The Wall Street Journal. 


Roy H. GLovER 
Chairman of the board, Anaconda 
Company. 


ARTHUR H. Compton 
Professor, Washington University 
(St. Louis, Missouri ). 


GEORGE ROTHWELL Brown 
Columnist. 


Joun S. CoLEMAN 
Former president, Chamber of 
Commerce of the United States. 


M.S. RUKEYSER 
Columnist. 


—MOonrtTAIGNE 





“[The] new concepts of the relation of public and 
private spheres of activity are great American achieve- 
ments, perhaps as important as any of the great social 
innovations or technical inventions of our past.” 


> 


“If we treat the atom well and handle her wisely, 
she can give us material benefit almost without end, and 
the awful aspect of the warlike atom will be softened 
by the great power for good that she has brought us.” 


* 


“Tt seems to us that the longevity of bureaus, and the 
difficulties in getting rid of one once it is started, are 
worth remembering at a time when federal government 
is proposing a whole new list of ‘services’ for the pub- 
i 


* 


“The future of nuclear energy through the utiliza- 
tion of thorium and uranium is limited by exhaustible 
ore reserves ; but the future through controlled thermo- 
nuclear reaction is as limitless as the oceans of the 


world.” 
& 


“..a great venture of faith is needed. It is this ven- 
ture, based on the faith that great new things can be 
done in which one will share with many others, that 
has brought strength and prosperity to the nations that 
now lead.” 


> 


“A whole generation of Americans has grown up 
under the hand-out state. These millions of people can- 
not recall an earlier time when people did for them- 
selves as individuals, or did on local government levels, 
what they have been taught to expect from big govern- 
ment in Washington.” 


> 


“There is] a dangerous trend against the free mar- 
ket principle and toward the welfare state idea. We 
must be against it because we are for something far 
more progressive, far more liberal, far more equitable, 
and far more beneficial to the American people as a 
whole than any welfare state idea.” 


© 


“While racketeering is to be deplored, it is the foam 
on the surface. The abuse lies in the conferring of unre- 
strained power by law in union officials. The Congress 
should set rules of fair play to govern union financial 
disclosures, the handling of trustee functions with union 
funds, antimonopoly standards for unions as well as em- 
ployers, and limitations on the artificial nuisance value 
created by fiat for exclusive bargaining agents.” 
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Harry Otten, system operation manager, 
and the New York areas served by Con Edison 


“We've grown up with 
private line communications” 


—an interview with Harry Otten, 
Con Edison system operotion manager 


When did Consolidated Edison first start using 
private line communications? 


Back in 1927. It was our first automatic alarm 
system on certain of our lines. The board is in our 
operations center, and certain parts are as useful 
now as they were 30 years ago. 


And, of course, your needs have increased since then 


Tremendously! We now generate 3,400,000 Kw 
to serve 812 million people in the five-county metro- 
politan area. Naturally, we've had to add to the 
communications to let us keep pace. 


What do these communications include? 


Principally, direct telephone communications be- 
tween our dispatching centers and generating plants, 
substations and service headquarters throughout the 
600-square-mile area that we serve. In addition, Bell 
System circuits perform continuously many vital 
functions, such as automatic control and protection, 
telemetering of load measurements at remote loca- 
tions, supervisory control of normally unattended 
substations, etc. 


What’s the main advantage of these facilities? 


First of all, we couldn’t operate without them. 
We think of private line channels as a production 
tool. Thus, we obtain the advantages of ready avail- 
ability of new circuits when and where we need them 
and the backing of an organization trained to design, 
construct and maintain communication facilities. 


Private line communications can fit inte your 
operation as profitably. Just call your Bell Tele- 
phone Company business office. A representative 
will be glad to make a study of your requirements. 


BELL TELEPHONE SYSTEM 


PRIVATE LINE TELEPHONE ° PRIVATE LINE TELETYPEWRITER 
DATA TRANSMISSION SYSTEMS * CHANNELS FOR: REMOTE METER- 
ING AND CONTROL ¢ TELEPHOTOGRAPH « CLOSED CIRCUIT TV 





On the 


.».150-mw double-flow reheat steam 
urbines with fully supercharged generato 
for Public Service Company of Indian 


nese tandem-compound turbines 
with 26-inch exhaust blades embody 
such advanced design features as side 
crossunders that do not have to be re- 
moved during inspection; new under- 
slung, side-mounted, two-speed turning 
gear; solidly bolted-down front control 
pedestal; and below-floor primary and 
reheat steam valves. 

In the fully supercharged generators, 
high velocity hydrogen efficiently cools 
rotor copper, stator coils, core, terminal 





conductors, and bushings — applying 
fully the advantages of Allis-Chalmers 
pioneering in supercharged cooling. 


Advances in design of double and 
triple-flow tandem ratings to 250 mw, 
and of 3600/3600 rpm and 3600/1800 
rpm close-coupled cross-compound ar- 
rangements to 500 mw and larger, are 
discussed in publication 03R8620. Write 
your nearby A-C office or Allis-Chalmers, 
Power Equipment Division, Milwaukee 1, 
Wisconsin. 
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Units for New Albany Station of Public Service Company of India 
Turbine steam conditions: 1800 psig, 1000/1000 F, 1.5 in. Hg ® 
exhaust. Generators: 176,470 kva, 0.85 pf, 18,000 volts, 0.64 SCR 
45 psig hydrogen pressure. Consulting engineers: Sargent and Lund 
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Maximum efficiency of 94.1° 


Reflects advanced practices at Newport News 


THE GRAPH shows performance of a 55,000 horse- 
power turbine, one of seven such units built by New- 
port News for the Clark Hill Power Plant (see photo). 


Shape of the curve is typical... not exceptional... 


for Newport News turbine performance. Regular, 
uniform, showing no-cut-off at full load, it indicates 
consistent delivery and stable operation. 

And especially, experience in design and model 
testing. 

At Newport News, turbine runners are continually 
being designed and redesigned for improvements in 


Engineers . . . Desirable positions available at Newport 
News for Designers and Engineers in many categories. 
Address inquiries to Employment Manager. 


performance. And often upon receiving a contract fo 
turbines, a model setting is built and complete tests 
made. So far, Newport News has filled turbine con 
tracts with an aggregate rated output in excess dj 
7,000,000 horsepower. 

Penstocks, spiral casings, valves, pumps, rack rakes 
and other essentials are also designed and built by 
Newport News. Our illustrated booklet, “WATER 
POWER EQUIPMENT,” will be sent to you upol 
request. 


Newport New: 


Shipbuilding and Dry Dock Compan! 
Newport News, Virginia 
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h the REMINGTON RAND® 
Iculator That Prints 


ry day in offices throughout the country, 
ps of motion are being wasted in inefficient 
p and go”’ figuring. 
e “99” Calculator That Prints eliminates 
by-:tep jotting down of answers. It auto- 
ically multiplies, divides, adds and sub- 
sin a smoothly flowing series of calcula- 
S... prints your answers on tape for 
edixte proof of accuracy. 
Vid you know you can buy a “99” Calcu- 
with no down payment for less than 
)0 « week? For information, contact your 
| Remington Rand Office or write for 
er C1096, Room 1760, 315 Fourth Ave., 
York 10, New York. 
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THE PROOF IS ON THE TAPE! 


Remington. Fran. 


DIVISION OF SPERRY RAND CORPORATION 








PUTTING POWER INTO YOUR EXPANDING PROGRAMS 
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other services. 231 SOUTH LA SALLE STREET - CHICAGO, ILLINOIS 
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Reflective emblem and number on service car. 


2ublic Relations in Action 





Reflective bumper emblem on employee's car, 


NEIL MIL PWN 


\ FILE 


How "Scotchlite’’ Works for Public Utilities 


REFLECTIVE SHEETING 


Public service companies recognize that the need 
for safety and effective community relations never 
stops. That’s why leading public utilities like the 
Columbus and Southern Ohio Electric Company 
choose “‘Scotchlite’’ Reflective Sheeting for service 
equipment identification and protection. 

Only “‘Scotchlite’’ Sheeting gives 24-hour visibil- 
ity of emergency units and signs... in any kind of 
weather. Motorists appreciate the nighttime bril- 
liance this unusual product of 3M research gives to 
barricades, trucks and maintenance cars. And they 
become increasingly aware of the continual service 
which typifies today’s public utility. 


Utilities’. 
Name 


Company 


Cf; 


Sco 


REFLECTIVE SHEETING 


Minnesota Mining & Mfg. Co., Dept. NV-8227, St. Paul 6, Minn. 


Fleet superintendents, too, appreciate the ease of 
application and greater durability of emblems and 
markings made with ‘‘Scotchlite’’ Sheeting. 

Once you put “‘Scotchlite’’ Sheeting to work for 
your company, you too will discover how it can 
help save lives, time and money—and increase pub- 
lic awareness of the service you render. Mail the 
coupon below for a free booklet, ‘‘How distinctive 
markings work for Public Utilities’. 


ses * . eAOOUCY op 
"Scotchlite” is a registered trademark of Minnesota . 


Mining & Mfg. Co., St. Paul 6, Minn. Generai Export: 99 
Park Ave., New York 16, N. Y. In Canada: London, Ont. 


LITE 


NS e 
Fesearc™ 


REG. U.S. PAT. OFF 


BRAND 


Please send me free booklet, ‘‘How distinctive markings work for Public 
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Now 1 
eae «60 PROCEEDINGS 
1956 CONVENTION 


AT SAN FRANCISCO, CALIFORNIA 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





Tuis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
services of public utilities and transportation 
companies including the following: 


Depreciation, Valuation, Railroad Passenger Deficit and Regulation of Public Utilities. 
Panel discussions on the subjects of "Cost of Capital as Related to Rate Return" and 
“Regulatory Protection of Consumers”. 


Price $10.00 





OTHER PUBLICATIONS OF THE ASSOCIATION 


Local Service Telephone Rates 
An excellent compilation of rates prepared by NARUC Subcommittee on “exchange rates" 
for all exchanges of Bell System, the rates of cities of 50,000 population or more for 
Bell and Independent exchanges, rates of borrowers from R.E.A., and tabulation of above 
exchanges which had ten cent coin telephone rate in effect June 30, 1954. 128 pages 
for use in loose leaf binder and 48 revision pages as of December 1955 and 42 revision 
pages as of October 1956 


Message Toll Telephone Rates and Disparities 
400 pages of text, tables and charts, hard back cover—a report of the NARUC-FCC 
Joint Toll Rate Committee. Special price 


Telephene Separations Manual 
Includes the 1952 addendum, the so-called Charleston Plan and the 1956 addendum, the 
so-called Phoenix Plan changes 


Depreciation: 

1943-1944 Reports of Committee on Depreciation (reprinted in one volume because of 
special demand). The reports present a very comprehensive and complete analysis 
of the problems of depreciation on public utility regulation and set forth conclusions 
concerning the policies and practices which should be followed in respect thereto. 
326 pages, paper bound 

1946—Methods of Pricing Retirements from Group Property Accounts 

1948—Letter Symbols for Mathematics of Depreciation 

1948—Half Cycle Methods of Estimating Service Life 

1950—Remaining Life Basis of Accounting for Depreciation 

1955—Report of Committee on Depreciation (Discussion of Liberalized Depreciation under 

Internal Revenue Code of 1954) 1.25 
1956—Report of Committee on Depreciation (Depreciation Rates for Electric Utilities) 1.00 


Interpretations of Uniform System of Accounts for Electric Utilities— 
Cases Nos. 45 to 119 (1938 to 1955) 


Interpretations of Uniform System of Accounts for Gas Utilities— 
Cases Nos. I to 80 (1938 to 1955) 


Interpretations of Uniform System of Accounts for Water Utilities— 
Cases Nos. 1 to 65 (1938 to 1955) 








(When remittance accompanies order, we pay forwarding charges.) 
NATIONAL ASSOCIATION OF RAILROAD AND 


UTILITIES COMMISSIONERS 
P. O. BOX 684 WASHINGTON 4, D. C. 
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Dodge won top honors 
in test after test between 
comparable models of all 
three low-priced trucks. 
Special high-speed camera 
records actual finish of 
hill-climb test. From a 
standing start, test crews 
raced all three trucks up 
a 32% grade. Dodge was 
first by five lengths. 


Dodge gives you more 
V-8 power, in every 
weight class, than either 
of the other two low- 
priced trucks. From 
204-hp. pick-ups to 232- 
hp. tandems, the extra 
power you get in a Dodge 
means an on-the-job 
performance bonus for 
you. It means greater 
economy, too, because it 
cuts down engine strain, 
reduces wear and repairs. 


Jodge Power Giants outpower, outperform the 
‘other two” low-priced makes by wide margin! 


power? Dodge outpowers its low-priced competi- 
by as much as 27 percent. 


t economical performance? The advanced design 

e Dodge short-stroke V-8 produces the most efficient De — 
sage in the industry. You get more miles per gallon 

full power on regular gas. 

t extra payload capacity and handling ease? Dodge PowerGiants 
em beat on both counts. 


about it? Don’t you think you should find out for 

elf’ Just give your Dodge dealer a ring. He’ll bring 
nck right to your door and he’ll show you certified 
=! @resulis that demonstrate Dodge is a winner in actual 
iy afm and on your job. 
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New compressor stations, like the one pictured above, are constantly being built to 
the steadily increasing demands for natural gas. These compressor stations pump natu 
through Columbia’s 36,716 miles of pipeline to homes and industries in America’s Hea 


Columbia’s Thinking Is Constructive 


nesses and industries in the dynamic and growing 
Heartland of American commerce and _ industry. 


Customers in the area served by the Columbia Gas 
System keep calling for more and more natural gas 
—to meet a constantly increasing need for energy. 
To supply it, facilities with greater capacity must 
be constructed—new or enlarged compressing sta- 
tions, pipe lines, metering stations and other equip- 
ment. So Columbia must think constructively! 


During the past decade, the Columbia Gas System 
has spent more than a half billion dollars for con- 
struction. This year alone, Columbia expects 
to spend about $87 million on new facilities —to 
meet immediate and future natural gas require- 
ments of more than three million families, busi- 


Where System companies serve within this seven- 
state Heartland—Pennsylvania, Ohio, West Vir 
ginia, Virginia, Kentucky, Maryland and southem 
New York—Columbia’s residential sales have dou- 
bled, its househeating customers have increased 
almost three-fold in just ten years. 

Growth in the Heartland shows no signs'of di- 
minishing . . . so to keep pace with the Heartland’s 
growth, to provide the facilities and the service a 
growing number of customers require, Columbia 
thinks and plans constructively for the future. 


serving homes and industry in America’s Heartland 














THE COLUMBIA GAS SYSTEM, 


COLUMBIA GAS SYSTEM SERVICE CORPORATION 
120 East 4ist Street, New York 17, N.Y. 


CHARLESTON GROUP: United Fuel Gas Company, Amere Gas Utilities Company, Atlantic Seaboard Corporation, 
Central Kentucky Natural Gas Company, Virginia Gas Distribution Corporation, Kentucky Gas Transmission Corporation 
COLUMBUS GROUP: The Ohio Fuel Gas Company . . . PITTSBURGH GROUP: The Manufacturers Light and Heat Company, 
Columbia Gas of New York, Inc., Cumberland and Allegheny Gas Company, Home Gas Company 


INC. 
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Thursday—18 


University of Michigan En- 

gineering Summer Confer- 

ences will be held, Ann Ar- 

hor, Mich. Aug. 19-30. Ad- 
vance notice. 


Friday—19 


Western Electronic Show 
and Convention will be held, 
San Francisco, Cal. Aug. 
20-23. Advance notice. 


Saturday—20 


Alaska Independent Tele- 

phone Association will hold 

mnual convention, Kodiak, 

Alaska. Aug. 26-28. Ad- 
vance notice. 


g 


Annual 
Measurement Short Course 


Sunday—21 


Appalachian Gas 
will be held, West Virginia 
University, Morgantown, 
W. Va, Aug. 26-28. Ad- 
vance notice. 





Monday—22 


Summer Radio- 
Television and Appliance 
Market begins western mer- 


Western 


chandise mart, San Fran- 
cisco, Cal. 


Tuesday—23 


American Institute of Elec- 
trical Engineers will hold 
Pacific general meeting, 
Vakima, Wash. Aug. 26-30. 
Advance notice. 


Wednesday—24 


American Bar Association 
begins annual meeting, Lon- 


don, England. 


Thursday—25 


Southeastern Electric Ex- 

change, Personnel Adminis- 

tration Section, begins con- 
ference, Richmond, Va. 





Friday—26 


Pucific Coast Gas Associa- 

tion will hold convention, 

Sin Francisco, Cal. Sept 
3-5. Advance notice. 


Saturday—27 


American Water Works 
Association, Wisconsin Sec- 
tion, will hold annual meet- 
ing, Milwaukee, Wis. Sept. 
1-6. Advance notice. 


@ 


Sunday—28 


New Jersey Gas Associa- 

tion will hold annual meet- 

ing, Spring Lake, N..J. Sept 
6. Advance notice. 


Monday—29 


Independent Natural Gas 

Associztion of America will 

hold annual meeting, Hous- 

ton, Tex. Sept. 9, 10. Ad- 
vance notice. 





Tuesday—30 


merican Gas Association 
hold industrial gas 

ol, Pittsburgh, Pa. Sept. 

/-13. Advance notice. 





Wednesday—31 


Tiluminating Engineering 

Society will hold national 

technical conference, At- 

lanta, Ga. Sept. 9-13. Ad- 
vance notice. 





AUGUST 
Thursday—1 


Instrument Society of 

America will hold annual 

instrument automation con- 

ference and exhibit, Cleve- 

land, Ohio. Sept. 9-13. Ad- 
vance notice. 





Friday—2 


Tennessee Telephone Asso- 
ciation will hold annual con- 
vention, Nashville, Tenn. 
Sept. 12, 13. Advance notice. 
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Courtesy, British Columbia Electric Company, Ltd. 


Modern Utility Office Building—Victoria, British Columbia 
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Greater Productivity: Key to 


The Transit Paradox 


An analytical article about the woes of urban transpor- 
tation, especially as they relate to transit utilities. The 
key to the problem, it appears, lies in stimulating an 
increase in the productivity of transit. Whether the 
reader agrees or not, he will be interested in this inform- 
ative discussion by two well-known authors. 


By ROBERT L. BANKS anp E, L. TENNYSON* 


oT long ago an article in this maga- 

zine described the “paradox of the 
transit industry today.’”? In es- 

sence, the paradox consists of (a) in- 
creased potential demand for public transit 


*Transit operations engineer, Philadelphia, 
Pennsylvania, and transportation consultant, Wash- 
ington, D. C., respectively. For additional personal 
note, see “Pages with the Editors.” 

1“Transit Survival Poses ‘Ingenious Paradox, 
by Herbert Bratter, Pustic Urttmirres Fort- 
NIGHTLY, December 20, 1956, issue, Vol. 58, No. 
13, p. 975. 
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service in our expanding metropolitan 
areas and (b) the dim financial prospects 
of the transit industry. In the simple and 
familiar concept of productivity lies both 
the explanation of this paradox and its 
susceptibility of solution. 

For some years now, traffic congestion 
and the problems to which it gives rise 
have attracted more talk, talent, and money 
than any other area of urban activity. To 
alleviate the congestion on city streets, 
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state highway departments spend billions 
of dollars annually, and of late a signifi- 
cant influx of federal billions in aid has 
augmented these efforts. The cities them- 
selves contribute hundreds of millions 
more from hard-pressed local tax re- 
sources, and autonomous authorities, such 
as the Port of New York, ante up addi- 
tional tax-free millions. 

Despite all this effort, no planned pro- 
gram or project has yet been advanced 
which offers promise of fundamental cen- 
ter city improvements. We are further 
than ever from a solution to our urban 
problems. Why? Why don’t these contin- 
uous injections of new bridges, tunnels, 
and superhighways solve the problem? 
Why do large doses ‘of parking meters, 
one-way streets, and electronic traffic con- 
trol systems only make matters worse? 


HE reason that multibillion-dollar ex- 

penditures on traffic nostrums have 
netted no gain for our cities is that exclu- 
sive concentration on new roadways, 
parking lots, and related motor vehicle 
facilities has had the effect of drying up 
parallel public transit service as fast as the 
new expressways come into being. In 
short, the money is diversionary when it 
ought to be expansionary. 

Each day our population increases by 
7,200; motor vehicle registrations by 11,- 
500. Concurrently, an increase in agricul- 
tural productivity is diminishing the rural 
population, so that close to 90 per cent of 
our people are now urban dwellers. With 
these two factors operating to increase the 
ebb and flow of city traffic, congestion, 
stagnation, and decay become a natural 
progression when public policy fosters 
substitution of one form of transportation 
for another, with no attempt to enlarge 
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the effective total capacity of urban circu- 
latory agencies. 

The plight of the urban transit industry 
has often been announced. As the high- 
ways get busier, transit passengers de- 
cline, costs go up, net income goes down, 
service deteriorates, and cities get 
blighted. Private capital avoids new in- 
vestment in transit as it would avoid the 
plague. The nation’s largest transit hold- 
ing company has a dividend-price ratio of 
9 per cent in spite of wide diversification 
and sustained pay-out. The nation’s larg- 
est urban bus company has earned a net 
corporate deficit over the past thirty years. 
Even bonds sell 15 per cent below par. 
As a result, it is popular to suppose that 
transit is passé. 


Sect thinking, however, ignores the lit- 


tle-appreciated fact (as disclosed by the 
December, 1954, issue of Public Roads) 
that a majority of urban-dwelling women 
cannot even drive a car. Lacking licenses, 
they must have transit or a chauffeur. The 
transit Cassandras also ignore the fact 
that from 50 to 85 per cent of center city 
shoppers come by transit because of traffic 
and parking problems, as well as for other 
reasons. In the larger metropolitan areas, 
most downtown workers use transit, and, 
of course, it is also essential for a great 
number of schoolchildren. As a result, the 
highway system, existing or proposed, has 
not the economic capacity to move more 
than a fraction of the rush-hour volume in 
automobiles. 

Hence, the answer to the transit para- 
dox and the solution to our traffic prob- 
lems are one and the same: We must 
make our cities more livable by improving 
both highway facilities and public transit. 
Instead of merely diverting people from 
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one to the other with congestion and bank- 
ruptcy as a result, we shall then have an 
expanded transport capacity, with public 
and private means of travel complement- 
ing one another, each where it can best 
serve the community 

Before considering how transit may be 
improved, it seems desirable to determine 
why transit is in such desperate straits, if 
indeed it is so essential to our present 
situation. Transit is desperate because it 
is not producing. Despite a 53 per cent 
drop in passengers during the last decade, 
transit has 10 billion annual customers 
still remaining, but these diminish with 
each passing day, because transit is not 
producing a quality product at a reason- 
able price. Two-thirds of our families have 
an automobile which can average at least 


& 


20 miles per hour in town. Why then ride 
transit, whose speed has actually decreased 
from 11 to 9 miles per hour? If a man 
lives five miles from the office, why should 
he spend thirty-five minutes on a crowded, 
hot bus held up by every double-parked 
automobile when he can drive home in 
less than half the time? We have appealed 
to his sense of reason by telling him there 
is not room for everyone to drive, but rea- 
son yields to the plain fact that congestion 
hurts the bus service more than it does the 
automobile user. 


WwW this unpleasant picture, what 
can be done to fit transit into the 
modern urban scheme? The basic thing 
that needs to be done is to increase trans- 
it’s productivity. 


TRANSIT FARES HAVE DOUBLED IN TEN YEARS 
BUT WHAT HAS HAPPENED TO REVENUES? 
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Sources, ATA Fact Book and AAR Summary 38 
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At one fell swoop this will decrease 
transit’s costs and increase transit’s reve- 
nues. Let us consider this proposition. 

The greatest obstacle to profitable 
transit operation is a serious loss in pro- 
ductivity at a time when sharp continued 
increases in productivity are characteristic 
of almost every other segment in the 
American economy. Ten years ago transit 
was producing about 550 seat-miles per 
man-hour but, due to slower movements 
in heavier traffic and the wide-scale substi- 
tution of smaller buses for larger street- 
cars, productivity in the big cities has 
today fallen to the neighborhood of 450 
seat-miles per man-hour. This is a loss of 
18 per cent in a period when wages have 
soared 100 per cent or more. Since 60 per 
cent of transit revenues go to wages, this 
is obviously a critical situation. 

What then is high productivity transit 
service? It is transit which is operated on 
its own private rights of way where there 
is no congestion, where schedules are both 
faster and reliable (and, therefore, more 
attractive to riders), and where an em- 
ployee can do up to forty times as much 
work and yet do it more easily. This is the 
essential ingredient for solving the transit 
paradox—the replacement of functionally 
obsolete big-city buses (competing on 
major traffic routes with hordes of auto- 
mobiles for inadequate space) by truly 
economical rapid transit, rapid because it 
operates without interference, and eco- 
nomical because it is rapid. 


B’ contrast with surface transit, where 
in critical evening hours productivity 
is often no greater than 360 seat-miles per 
driver hour, rapid transit results in spec- 
tacular boosts to productivity, ranging 
from 1,280 (with single cars) to 13,500 
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passenger miles per trainman-hour (with 
large cars in trains). A realistic standard 
is 6,000 passenger miles per trainman- 
hour—a thirteenfold increase. In almost 
every case such high productivity service 
has been successful in holding passengers 
to transit and keeping them off the 
crowded highways. (See graph, page 75.) 
Of the many such services, two examples 
will suffice. The Shaker Heights Rapid 
Transit in Cleveland, and the South Hills 
Suburban in Pittsburgh, both rail-served 
on private rights of way, have not only 
held to their prewar traffic volume, but 
have actually increased their daily rider- 
ship by significant numbers in the last dec- 
ade. And both serve higher-income resi- 
dential areas, where the incidence of auto- 
mobile ownership is probably greater than 
the national average. 

Yet even these services make their 
greatest contribution—and indeed justify 
their existence—during the weekday rush 
hours. It is as a peak-period carrier that 
high productivity transit comes into its 
own—since no transit service can hold its 
evening volume when television displaces 
the movie, nor will Saturday ever again 
be a heavy day of transit use. But it is 
precisely the peak periods, when the high- 
way panaceas are most grossly inadequate, 
that determine transit’s place in the mod- 
ern urban scheme. 


5 hen reason transit productivity has 
been slipping is that it takes huge 
increments of new capital to step up pro- 
ductivity. Partly because of its regulated 
status, but primarily because of the free 
highways provided for competing auto- 
mobiles, transit has not been able to get 
the money to increase its productivity. 
The amount of new investment in transit 
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Bus Patronage Appeals Useless 


ee has shown that appeals to the citizenry to ‘ride the bus 
and clear up congestion’ are ineffective. As long as transit relies 
upon buses to serve heavy traffic routes, its low speeds will not attract 
riders; and its low productivity will not resolve transit’s financial prob- 
lems. For these reasons the transit solution in every major city must be a 


rapid transit system of some sort. 


Privately owned transit companies 


should be encouraged to participate in the forthcoming rapid transit 
renaissance, as they have in Philadelphia and Newark, but the cities must 
lead.” 








has been insignificant compared to the 
lavish postwar capital improvement pro- 
grams of other regulated utilities. Signifi- 
cantly, however, expenditures on new 
rapid transit facilities in the few cities 
which possess them exceed the money 
spent on buses in all the cities of the na- 
tion. In these few cities; Boston, Phila- 
delphia, Chicago, New York, and Cleve- 
land, among others, the true contribution 
of rapid transit to a viable community has 
received greater recognition than else- 
where. 

In Texas they have proven that turn- 
pikes cannot be built by private enterprise. 
The successful operation of air and water 
transportation throughout the nation is 


dependent on large-scale support from 
public funds. Only the railroads attempt 
to maintain large-scale “sunk” investment 
in transport facilities, and their financial 
record excites no envy. How then can we 
attract private capital to venture on transit 
facilities? The answer is that we cannot. 
New York found this out before the first 
war; Philadelphia, Detroit, and Toronto 
realized it after that war. Newark woke 
up in 1929. Boston and Chicago took ac- 
tion in 1946. Many other cities have since 
come to the same conclusion. 


\ ‘ JitH a 52 per cent federal income tax 
rate, there is absolutely no hope of 
private risk capital rescuing transit from 
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its loss of productivity. To make the 9 
per cent pay-out referred to earlier, a 23 
per cent return on investment would be 
required, to compensate for federal and 
local taxes of all descriptions. In such a 
situation, capital amortization would be 
higher than operating costs. 

In Cleveland, for example, a new $22 
million rapid transit line was opened in 
1955, under the aegis of an autonomous 
municipal commission. The investment is 
being amortized with 4 per cent interest, 
equivalent to under 9 cents per passenger, 
which eliminates any burden on the tax- 
payers. Had this same project been 
financed by equity capital, an annual net 
of $5,250,000, or 35 cents per passenger, 
would have been required. This is the 
measure of private capital costs, interest, 
income taxes, and dividends, from which 
the public highways are exempt. 

This is not to imply that private enter- 
prise is not competent. It just cannot work 
in transit any more, as it can no longer 
function in highways. Does anyone object 
because the private turnpikes and canals 
of the nineteenth century have been taken 
over by the government? No indeed. 
That’s called progress, and what is needed 
is more transit progress. 


ne transit type operations have shown 

truly remarkable results in the last 
few years. Most lines report increased 
traffic and revenues (without taking new 
extensions into account). Railroad com- 
muter service, essentially a rapid transit 
operation, is the only type of rail passen- 
ger traffic to experience a growth in the 
present decade (and this despite increased 
fares, reduction in service offered, and 
mileage operated). (See graph.) In some 
areas, park-and-ride schemes, using large 
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parking lots adjacent to rapid transit sta- 
tions, have attracted significant portions 
of the automobile population. Such ar- 
rangements make best use of the inherent 
advantages of both auto and transit, and 
lack the disadvantages of either. 


ig addition to keeping huge numbers of 

cars off the crowded streets, rapid 
transit has other advantages. It minimizes 
or eliminates the necessity for ubiquitous 
tax-free parking lots in valuable down- 
town locations. And it has much lower 
operating costs than surface transit, aver- 
aging about four mills per passenger mile, 
or only two-fifths as much as the typical 
bus service. It is true that these low oper- 
ating cost characteristics are offset to 
some extent by the investment costs to 
which reference has previously been made, 
but the over-all costs of rapid transit are 
nevertheless much less than those of super- 
highways because of the much greater car- 
rying capacity of the former. 

Even so, it is often possible to obtain 
rapid transit without a large investment. 
The railroad rights of way in most cities 
fan out from the downtown districts to 
the principal suburban centers. They cor- 
respond to the principal traffic flow pat- 
terns in every metropolitan area. Use of 
these routes eliminates costly condemna- 
tion and destruction of property, excava- 
tion and relocation of sewers and public 
utilities, and construction of new over- 
passes. None of these lines are presently 
used to their theoretical capacity. With 
the addition of signaling, stations, track- 
age, and equipment, which could be in- 
stalled at a cost much less than the con- 
struction of a parallel thruway, the rail 
routes could be transformed into major 
traffic arteries catering to people rather 
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than to autos. Following such a plan, 
Cleveland obtained rapid transit at a cost 
of $2 million per mile. Philadelphia is 
presently considering a similar arrange- 
ment, which it hopes can extend the bene- 
fits of rapid transit to suburban areas at 
considerably less than one-half million dol- 
lars a mile. 


it pam cities, such as Chicago, have 
found it expedient to include provi- 
sion for rapid transit facilities in the de- 
sign and construction of new superhigh- 
way facilities. In this manner, a single 
traffic artery can be adapted to peak traffic 
requirements without the excessive ex- 
penditure required for an all-automobile 
facility. Chicago’s Congress Street Ex- 
pressway was developed at an over-all 
cost of $19 million a mile. The extra cost 
of excavation and grading for a rapid 
transit right of way, included in this total, 
was $250,000 a mile. 

On the other hand, some cities, such as 
Toronto, have preferred to locate rapid 
transit on rights of way especially devel- 
oped for the purpose. The Toronto rapid 
transit, so designed, cost $12 million a 
route mile. This is well below current cost 
levels for urban superhighways, and of un- 
questionable economy by contrast with the 
$50 million per mile which Chicago and 
Boston are spending on downtown super- 
highway projects. The Honorable Fred- 
erick G. Gardiner, chairman of Toronto’s 
“Metro” has said: “We consider that $1 
spent on rapid transit is the equivalent of 
$5 spent on superhighways.” Toronto ac- 
cordingly is proceeding to expand its rapid 
transit network. 


| geiaggyecicn has shown that appeals to 
the citizenry to “ride the bus and 
clear up congestion” are ineffective. As 
long as transit relies upon buses to serve 
heavy traffic routes, its low speeds will not 
attract riders; and its low productivity 
will not resolve transit’s financial prob- 
lems. 

For these reasons the transit solu- 
tion in every major city must be a rapid 
transit system of some sort. Privately 
owned transit companies should be en- 
couraged to participate in the forthcom- 
ing rapid transit renaissance, as they have 
in Philadelphia and Newark, but the cities 
must lead. 

Where will the money come from? The 
same treasury that provides highways 
should provide rapid transit, for they are 
two means to the same end. Alert cities 
will work to have rapid transit included in 
the federal highway program and alert 
transit managements will help them. Pro- 
gressive cities will not wait on the federal 
government, however. Through co-opera- 
tive action between local governments, en- 
lightened transit operators, regulatory 
agencies, and an increasingly informed 
citizenry, plans will be formulated to res- 
cue the urban man from the congestion in 
which he has enmeshed himself. The ulti- 
mate success of such plans is assured by 
the increased productivity which will fol- 
low, not only for transit, but for the entire 
spectrum of commercial and residential 
activities of the community. In every 
other industry productivity is measured, 
and increases are constantly sought. What 
is good for American industry will also 
he good for transit. 
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“Hard Money” and Public Utilities 


Is it true that the increased cost of capital is especially detrimental 

to public utility operations or will it of itself result in higher oper- 

ating costs? This author finds a very contrary indication; namely, 

that a resumption of cheap money with a probable stimulation of 

inflation would have a far more detrimental effect on utility 
economics. 


By HERBERT BRATTER* 


HE “money question,” which on and 

off has been an issue in American 

politics since Colonial times, has 
been very much to the fore during most 
of the Eisenhower administration, and 
particularly this year. In certain quarters 
of the Congress the administration and 
the Federal Reserve Board have been 
severely criticized for their policies as they 
affect interest rates and the supply of capi- 
tal. The criticism in the Congress, under- 
standably, has come from Democratic 
circles. Early this year President Eisen- 
hower proposed that the Congress create 
a national monetary commission com- 


* Economist and author of business articles, resi- 
dent in Washington, D. C. For additional personal 
note, see “Pages with the Editors.” 
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posed of private citizens to make a thor- 
ough study of the question, but the 
proposal met with strong resistance on 
Capitol Hill. Despite the fact that admin- 
istration legislators introduced bills modi- 
fying the President’s proposal to the ex- 
tent of including members of the Congress 
as members of the suggested commission, 
the proposition remains bogged down in 
both houses. 

Meanwhile, the Senate Finance Com- 
mittee has voted to launch a study of its 
own. On April 12th its chairman, Senator 
Harry F. Byrd (Democrat, Virginia), an- 
nounced that the committee would study 
“the financial condition of the United 
States” in what would be “one of the 
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broadest investigations ever undertaken 

by Congress.” The committee, Senator 

Byrd said, 
will examine, investigate, and make a 
complete study of the financial condition 
of the United States, including (1) the 
revenues, bonded indebtedness, and in- 
terest rates on all public obligations in- 
cluding contingent liabilities, (2) poli- 
cies and procedures employed in the 
management of the public debt and the 
effect thereof upon credit, interest rates, 
and the nation’s economy and welfare, 
and (3) factors which influence the 
availability and distribution of credit 
and the interest rates thereon as they 
may apply to public and private debt. 


HE intense interest shown by Demo- 
f pen Senators in the administra- 
tion’s monetary policies and their effect 
on the cost of money and the economy in 


general was evident earlier in April when 
the same Senate committee held hearings 
on the Treasury’s request for authority to 
raise the interest rate on savings bonds. 
During the examination of that question 
the principal witnesses were Under Secre- 


tary of the Treasury W. Randolph 
Burgess on the one hand and Leon H. 
Keyserling, who was chairman of the 
Council of Economic Advisers under the 
Truman administration, on the other. On 
the House side Representative Wright 
Patman (Democrat, Texas), long-time 
advocate of cheap money and critic of the 
Federal Reserve Board, has been the chief 
agitator of the question. There are thus 
numerous indications that the Democrats 
have settled on “hard money” as a major 
issue on which to attack the Eisenhower 
régime. In this article it is our purpose 
neither to criticize nor defend for any 


political purpose, but rather to develop a 
few points about monetary policy as it 
affects public utilities in their rdle as bor- 
rowers of capital. 

Since utilities rely heavily on bond is- 
sues to finance expansion and in selling 
bonds have to pay going interest rates, 
the point is being made that Washington’s 
fiscal and monetary policies are raising 
costs and that these are in turn reflected 
in rate increases being granted by public 
service commissions. Congressman Pat- 
man in May inserted in the Congressional 
Record, along with comments of his own, 
a Wall Street Journal article of March 
13th headlined “Utilities Seek New Rate 
Increases as Borrowing Costs Rise.” The 
newspaper article was based on a survey 
of more than half of the nation’s public 
service commissions and others. 


M* PATMAN cited the article to sup- 
port his contention that Federal Re- 
serve hard money policies have been in- 
creasing costs and prices; that gas, elec- 
tricity, and telephone bills are going up all 
across the country due to the fact that 
utilities have had to offer higher and 
higher interest rates to borrow funds 
needed for expansion. 

“This means,” continued the Texan, 
“that over the next twenty to thirty years, 
regardless of whether prices rise or fall, 
or whether money is cheap or dear, con- 
sumers will be saddled with the higher 
electric, gas, and telephone rates brought 
about by the hard money policy of 1955- 
56.” To these statements by Mr. Patman 
we shall refer below, but first let us see 
some of the findings of The Wall Street 
Journal’s survey. 

That survey concluded that the tight 
money market of the past two years was 
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about to raise a little mischief with con- 
sumers’ utility bills. Although interest 
rates were now tending to level off, utility 
borrowing costs were still holding high, 
and at times even rising slightly. Because 
of higher borrowing costs, the article con- 
tinued, public service commissions were 
lending a more sympathetic ear to requests 
for higher electricity, gas, and telephone 
rates. For example, the chairman of the 
New Mexico commission told the news- 
paper: “We are aware of the increasing 
cost utilities must pay for new money and 
realize it can have a most definite effect 
upon ratepayers if the condition con- 
tinues.”’ 


KLAHOMA’S corporation commission 

chairman similarly said, “We give 
consideration to the cost of money in fix- 
ing rates, and although no utility has 
asked for a rate increase recently, we are 
anticipating them in view of the continued 
increase in the cost of money.” Federal 
Power Commission Chairman Kuykendall 
stated: “We have several applications 
pending for rate increases in which cur- 
rent interest costs are cited.” Utilities, 
such as the Tennessee Gas Transmission 
Company, are requesting higher rates to 
offset increases in wages, taxes, deprecia- 
tion, natural gas prices—and stiffer bor- 


e 


rowing costs. That Mr. Patman found 
supporting material for his contentions in 
The Wall Street Journal article is ap- 
parent. 

Yet, when one examines the subject 
more closely the matter does not seem so 
simple. While it is true that the price of 
money is a cost of doing business for the 
public utility, the interest item is one of 
the lesser costs. The extent to which 
Washington policies are responsible for 
tight money and rising interest rates and 
the extent to which Washington can re- 
verse the interest rate trend without harm- 
ful consequences are among arguable 
matters. As noted in the request of the 
Tennessee Gas Transmission Company 
mentioned above, interest is only one cost 
item; but it is by no means the largest. 
In the case of the Bell system in 1956, to 
mention another utility, interest accounted 
for but 2.08 per cent of all operating ex- 
penses and taxes. At the end of 1956 one- 
third of the system’s total capital was in 
the form of interest-bearing debt. 


a we turn to “Statistics of Income for 
1953,” published this year by the In- 
ternal Revenue Service, we find some per- 
tinent facts on the cost of borrowed money 
to public utilities of various categories and 
as a whole. On the basis of data there 


COMPARATIVE EFFECTS OF INCREASES IN (A) INTEREST COSTS AND 
(B) OTHER COSTS IN THE FINANCING OF A PUBLIC 
UTILITY EXPANSION PROGRAM 


(1) Cost of expansion (in millions) 


(2) Interest rate on borrowing (in per cent) .. 


(3) Amortization, annual (in thousands) 
(4) Interest cost, annual (in thousands) 


(5) Total annual debt service cost (in millions) $1,120 
(6) Annual financing cost (line 5) as per cent 


of such cost under assumption I 
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Assumptions 
I II III IV 


30 $ 30 $ 3750 $ 37.50 
+ < 4 3 
$1,000 $1,000 $1,250 $1,250 
150 150 113 





$1,150 
102.68 


$1,400 
125.00 


$1,363 
121.65 
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shown we find interest accounting for only 
a very small fraction of operating ex- 
penses ; namely : 


Net Interest Paid as Per Cent of Total 
Compiled Deductions in All Public 
Utility Corporation Income 
Tax Returns for 1953 


WARSPOLIAUON 6c ose ces o-0d's sie'eeses 10.8 
COMIAUINCANON, J iiicescscenesecass 2.6 
PCCUIG ANGCHAS. occ. 5.5.0'010 0-0 nvisieies 5.9 
ARIE a Aeehe sbi ice his 64> Si otsiee eet 8.4 
DOtal HUblic UULHES: . <6... 6.0200 29 


Thus, for all public utilities, interest in 
1953 constituted less than 3 per cent of 
total business expenses. It is unlikely that 
the percentage has greatly increased since 
1953. The interest payments relate of 
course to all outstanding debt of the cor- 
porations concerned, including earlier debt 
contracted when interest rates were lower. 

For electric utilities alone a more recent 
figure applying to the year ended Novem- 
ber 30, 1956, is available in the FPC’s 
“Electric Power Statistics’ (Report No. 
56-11D). Of total deductions from reve- 
nues, interest on long-term debt com- 
prised less than 7 per cent. 


copyan money”’ policies of the Treas- 
ury and Federal Reserve are jus- 
tified by those authorities on the grounds 
of leaning against the breeze of inflation. 
If we assume that those policies are prov- 
ing more or less effective in that regard, 
the question that suggests itself is this: 
Would public utilities and their customers 
be better off as a result of the adoption by 
Washington of a cheap money policy? We 
may approach this question on certain as- 
sumptions set down in the table on page 
82, “Comparative Effects of Increases 
in (a) Interest Costs and (b) Other Costs 
in the Financing of a Public Utility Ex- 
pansion Program.” For the purpose of 
illustration we envisage an expansion cost- 
ing at today’s prices $30 million, to be 
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financed by 30-year bonds subject to regu- 
lar amortization of one-thirtieth of the 
issue in each year. Then we make four 
assumptions : 

I. A 4 per cent interest rate and no 
change in construction costs. 

II. A 25 per cent increase in interest 
rate, but no change in construction 
costs. 

III. No change in the 4 per cent in- 
terest rate, but a 25 per cent increase in 
construction costs. 

IV. A 25 per cent decrease in interest 
rate, but a 25 per cent increase in con- 
struction costs. 


AS the table on page 82 shows (line 6) a 

25 per cent increase in the contractual 
interest rate—from 4 per cent to 5 per cent 
—other costs remaining unchanged, in- 
creases the annual financing cost includ- 
ing interest payments and amortization by 
2.68 per cent. 

In contrast, if the contractual interest 
rate remains at 4 per cent but construction 
costs rise by 25 per cent, both annual in- 
terest charges and amortization payments 
must be larger, for the expansion project 
will cost $37.5 million instead of $30 mil- 
lion; and the annual financing cost is 25 
per cent greater than under our first as- 
sumption. 

Therefore, if the monetary policy of 
Washington is aimed at preventing infla- 
tion and succeeds in doing so, to that ex- 
tent it avoids a greater evil at the cost of 
a lesser one. Certainly a 25 per cent in- 
crease in the price level—.e., in the cost 
of goods and services—would be far more 
expensive to utilities having to borrow and 
to their customers who have to pay rates 
that take all costs into account than would 
be a 25 per cent increase in the cost of 
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Public Utility Rates 


—* has been suggested that higher interest rates lead to substantial in- 

creases in public utility rates. This sounds plausible because public 
utilities rely heavily on bonded indebtedness. However, the latest figures 
available indicate that the net interest expense of public utilities is still 
less than 4 per cent of gross revenue—the same proportion as in 1952. 


Even for electric utilities, where average interest cost on long-term debt 
now excceds 5 per cent of gross revenue, the relative cost of interest has 
risen very slowly. The estimated average of 5.2 percent for both 1955 
and 1956, compares with 4.8 per cent in 1952 and 5 per cent for 1946.” 
—GeorcE M. HumpHrey, 
Secretary of the Treasury. 





long-term money. Cheap money facilitates 
inflation. If the money supply is artifi- 
cially increased the resultant spending by 
the people and business will certainly tend 
to raise prices and costs. Under the fourth 
assumption in the table we see the effects 
of a 25 per cent lowering of the contrac- 
tual cost of money to finance the expan- 
sion coupled with a 25 per cent increase 
in all other costs of the expansion. The net 
result is a 21.65 per cent increase in an- 
nual financing costs. Even a very small 


JULY 18, 1957 





percentage increase in construction costs 
would obliterate everything saved by 
bringing down the contractual interest 
rate by 25 per cent. Such a reduction in 
the contractual interest rate would save 
only $30,000 a year over the 30-year 
period if other costs remained unchanged. 
But the latter is a very unsafe assumption 
today. Since other costs would rise, the 
lower interest rate would have to be ap- 
plied to a larger principal sum while the 
annual amortization would be increased. 





i ‘Vv — oe < wn 








T follows that, if public service commis- 
I sions are granting utilities rate in- 
creases on the basis of higher operating 
costs, they are responding far more to the 
results of inflation than because of dear 
money. 

Higher interest and other costs are, of 
course, of concern to the public utilities 
but they are of no less concern to the rate- 
payers to whom public service commis- 
sions have to pass them along. Congress- 
man Patman focuses attention on the ef- 
fect of higher interest rates on the cost of 
living by way of higher utility rates. An 
important omission from the Texan’s 
argument, however, is the effect of in- 
flation on the general cost of living. If 90 
per cent or more of the cost of doing busi- 
ness in the utility field is increased as a 
result of inflation, the public which uses 
utility services will be much harder hit 
than it is by an increase in interest rates 
affecting 10 per cent or less of the costs 
entering into the utility rate structures. If 
the so-called ‘hard money” policy results 
in holding back general price inflation it 
is doing the utility customers a greater 
service than would be the case were the 
interest rate held down artificially in a 
time of great competing demands for capi- 
tal funds. Many readers of arguments like 
that of Congressman Patman quoted 
above will be persuaded by it unless the 
alternative just mentioned is pointed out 
to them. 


Ben is not to say that Washington’s 

monetary policies have been complete- 

ly successful in suppressing inflation. 

While interest rates have risen, so too, 

latterly, have the cost of living and the 
general price level. 

If we are to have both dear money and 
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inflation, what is the good of Wash- 
ington’s “sound money” policies? If the 
policies are not effective, why not give 
them up? The answer to these questions 
is that half a loaf is better than none. The 
monetary authorities, at least in the Fed- 
eral Reserve System, profess to be neither 
all powerful nor omniscient. There are im- 
portant elements in the money market 
which are beyond the reach of central 
bank monetary policy. A major contribu- 
tor to our current inflation with rising 
costs is the wage-price spiral, over which 
the Federal Reserve has no control. Infla- 
tion is fed, also, by spending by the gov- 
ernment for goods and services which do 
not find their way onto our markets: de- 
fense spending and the various forms of 
foreign aid and the proceeds of foreign 
loans. The existence of inflationary pres- 
sures from these and like sources is all the 
more reason for discouraging inflation in 
areas within the reach of the monetary au- 
thorities. 


CTUALLY, in recent months, the Federal 
Reserve Board has been neither 
tightening nor easing the money supply, 
but has been following what it calls a “‘pas- 
sive” policy. A pertinent explanation is 
given by the board’s vice chairman, C. 
Canby Balderson, in a recent address from 
which we quote: 


Monetary policy by restricting the 
supply of money and credit cuts down 
spending by increasing the price of 
money, the rate of interest. In effect, 
this substitutes an increase in the price 
of money for an increase in the price 
of goods. The allocation of the available 
supply of money and credit is then left 
to market forces, going to those bor- 
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rowers who are willing to pay the 
higher price for borrowed money. This 
use of rising interest rates to exclude 
borrowers from the market is that 
which is most consistent with a free 
market system. The “tightness” of 
money over the past year has resulted 
not from actual restriction on the sup- 
ply of money and credit in being but 
from increased demands of borrowers. 
If the supply of credit had been allowed 
to increase to satisfy all demands, it 
would only have added to inflationary 
pressures without adding to the supply 
of goods, and prices would have shown 
an even greater rise. 

The price rise, coupled with the ex- 
pectation of further inflation under a 
weak monetary policy, would activate 
borrowing and spending, as I indicated 
earlier, and would still further multiply 
credit demands. Sooner or later, lenders 
would become increasingly reluctant to 
lend, at least insisting on an interest 
premium to compensate for the pur- 
chasing power depreciation of the dol- 
lars lent. Thus, eventually in inflation, 
even interest rates get out of control, 
and rise because of inflation-generated 
demand and supply forces. It is a 
fallacy to think interest rates can be 
kept low by government fiat. The forces 


q 
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making interest rates are elemental, all- 
pervasive forces. 


HERE is no question that, as money 
rates have risen, utilities have had to 
pay more for their borrowings during re- 
cent years. In part this may be due to the 
attitude of regulatory authorities which 
must approve proposed utility bond issues. 
The cost of long-term bond money to pub- 
lic utilities is reflected in the series cover- 
ing 30-year first mortgage electric power 
bonds reported in Moody’s Bond Survey, 
for Aa and A-rated bonds. Throughout 
the current “hard money” period, new is- 
sues of such bonds have had to yield a 
varying fraction of a per cent more than 
the average actual coupon on correspond- 
ing outstanding issues of electric power 
bonds. As of this writing, in recent weeks 
and months the differential has ranged 
from 43 basis points on February 27th to 
62 on January 8th. (One hundred basis 
points equal one percentage point.) Thus, 
on February 27th outstanding Aa-rated 
electric power bonds with an average ma- 
turity of twenty-seven years were selling 
on the market to yield 3.79 per cent, 
whereas the new offering of that date 
yielded 4.22 per cent, a difference of 43 
basis points. 
In 1949 and 1950 new electric utility 


“ .. if the monetary policy of Washington ts aimed at pre- 
venting inflation and succeeds in doing so, to that extent it 
avoids a greater evil at the cost of a lesser one. Certainly a 


25 per cent increase in the price level—t.z., in the cost of goods 
and services—would be far more expensive to utilities having 
to borrow and to their customers who have to pay rates that 
take all costs into account than would be a 25 per cent increase 
in the cost of long-term money. Cheap money facilitates 


inflation.” 
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bond issue yields showed no such differ- 
ential. Twice in 1951, in the spring and 
fall, a differential of about 25 basis points 
(one-half of one per cent) appeared. 
Through mid-1952 new issues carried a 
differential of about 17 or 18 basis points. 
In 1953, when the Eisenhower adminis- 
tration offered its first long-term bond 
with a 3} per cent coupon, the electric 
power differential on new offerings rose 
to about 30 basis points, easing later in 
the year. In! 1954, a year of economic re- 
adjustment, there appeared no differential 
to speak of ; all issues offered were readily 
taken. In 1955 the differential again ap- 
peared, approximating 10 basis points. 
But in 1956 a climb began, from 3 points 
in February, culminating in a high of 62 
points on January 8, 1957. On April 3rd 
the corresponding figure was 50 points. 


Ov Washington financial observer, 
asked why utility borrowers should 
be having to pay a differential or premium 
above yields on outstanding bonds, sug- 
gested two possible explanations. First, 
underwriters want to be sure to get rid of 
an issue and are afraid to bid close to 
outstanding yields in a tight money mar- 
ket. 

Secondly, since new issues are sold 
close to par, their yields are close to their 
coupons, whereas older issues, sold when 
money was cheaper, are selling consider- 
ably below par. Investors buying the older 
issues, therefore, need to pay only the 
capital gains tax on that part of the yield 
to maturity due to appreciation of market 
value to par. In other words, to compen- 
sate for that advantage of older issues, 
borrowers on new bonds must pay a little 
more. 

Another technical consideration which 
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may to some extent affect the cost of util- 
ity bond financing is related to the call 
provision included in some indentures. 
Some long-term investors, notably insur- 
ance companies, seek to avoid having their 
bonds called as a result of changes in 
money rates in the direction of ease. They 
have been successful in obtaining certain 
industrial bonds containing a 10-year “no 
call” provision. For instance, the Com- 
mercial Credit Company in September, 
1956, sold a $75 million 44 per cent issue 
of 1974 with such a provision. But utili- 
ties ayoid “no call’? commitments. Thus, 
in May, 1953, when money was tight, the 
Pacific Gas and Electric Company sold 
$63 million of callable bonds due in 1984 
with a 4 per cent coupon, but one year 
later refunded the issue at 34 per cent. 
Similarly, the California Electric Power 
Company in April, 1953, issued $8 mil- 
lion of 3% per cent bonds due in 1983, but 
eleven months later called them and in 
their place issued $8 million of 30-year 
bonds bearing a 3} per cent coupon. Utili- 
ties are encouraged by regulatory authori- 
ties to preserve their freedom to take ad- 
vantage of favorable refunding opportuni- 
ties, but this freedom may be reflected 
somewhat in the cost of utility bond 
issues. 


ee of the attitude of reg- 

ulatory bodies on this point is the fol- 
lowing statement excerpted from a Febru- 
ary 28, 1956, notice sent to electric, gas, 
and telephone utilities by the Georgia Pub- 
lic Service Commission in regard to re- 
strictive Call premiums of bond inden- 
tures :} 

Any restrictions on the calling of 





1Re Restrictive Call Premiums on Bond Inden- 
tures, 12 PUR3d 503. 
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bonds for redemption where a lower 
rate of interest can be obtained is con- 
trary to the public interest. Cost of 
capital is a significant factor in the de- 
termination of fair rate of return. Un- 
der normal circumstances fair rate of 
return should be based upon cost of 
capital. 

Since rate of return is an element 
of the over-all cost of service, the 
level of the rate of return will affect the 
level of rates for service. If a decrease 
in interest rates would make possible a 
lower cost of capital to a utility through 
a refunding of its long-term debt, there 
should be no arbitrary restrictions 
which would prevent the refunding. 


Federal agencies take a similar view of 
the public interest in this connection. In 
its May 9, 1957, order relating to the 
Black Hills Power & Light Company pro- 


posed financing, the Federal Power Com- 
mission said: 


The commission notes that the pro- 
vision in the bond indenture requiring 
a higher redemption price for the first 
five years results in substantially re- 
stricting the right of the applicant to 
call the bonds for redemption during 
this initial period. Nevertheless the ap- 
plicant is in immediate need of funds. 
. . . However, the commission wishes 
to make it abundantly clear that while 
it approves the applicant’s issue under 
the peculiar circumstances here present, 
the commission will not in considering 
bond issues in future cases look with 
favor upon a restriction which directly 
or indirectly limits the rights of a public 
utility to refund bonds at lower interest 
rates or which otherwise unreasonably 
limits the right of redemption. 
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Under the Holding Company Act, 
the SEC is required to concern itself 
with the prices at which bonds, deben- 
tures, and preferred stock may be re- 
deemed for refunding purposes. The 
commission has expressed itself on this 
subject on various occasions. Of special 
interest is the long discussion handed 
down in 1955 in the findings and opinion 
on American Natural Gas Company- 
American Louisiana Pipe Line Company 
(Holding Company Act Release No. 
12991).? In February, 1956, the SEC an- 
nounced adoption of policy regarding pre- 
ferred stock subject to the 1935 Holding 
Company Act (Release No. 13106) pro- 
viding that such stock be redeemable at 
any time upon reasonable notice and with 
reasonable redemption premiums, if any. 


[ February, 1957, the then SEC chair- 
man discussed the subject before the 
New York Society of Security Analysts, 
reiterating the general policy that bonds 
and preferred stocks be subject to call and 
adding that the SEC will consider each 
case that comes before it in the light of all 
the pertinent circumstances. He stated: 


Because of the great importance of 
this question of redemption prices for 
refunding purposes in periods of high 
interest rates like the present, we are 
glad to learn that the Life Insurance 
Association is sponsoring a comprehen- 
sive study of redemption provisions and 
their effect on the offering prices of 
securities by the Wharton School of 
Business Administration of the Univer- 
sity of Pennsylvania. 


Another matter worth noting in con- 


2Re American Nat. Gas Co. 11 PUR3d 62. 





_s§ @2& exc 6 O&O. Cy 


. ne ae 6a 


“HARD MONEY” AND PUBLIC UTILITIES 


nection with the subject of this ar- 
ticle is the REA’s role as a lender at low 
rates. In his Budget Message in January, 
President Eisenhower announced that the 
administration was reviewing interest 
rates charged by government lending 
agencies—such as REA—under statutory 
authority. Various maximum statutory in- 
terest rates were fixed when interest costs 
were much lower than today, the Presi- 
dent pointed out. REA today lends to 
electric co-operatives and to small phone 
companies at its statutory maximum of 2 
per cent, whereas the Treasury has to pay 
3} per cent or more to raise the money 
with which to finance agencies like REA. 
Thus, borrowers from REA are receiving 
an interest rate subsidy of about 1} per 
cent per annum. That subsidy would be 
less conspicuous were money generally to 
become easier and interest rates to decline. 
This may be a consideration in the agi- 
tation for cheap money in certain circles. 


i’ February Congressman Edgar W. 

Hiestand (Republican, California) in- 
troduced a bill (HR 4781) to amend the 
Rural Electrification Act of 1936. One of 
the bill’s two purposes is to remove the 
above-mentioned REA interest rate sub- 
sidy. Mr. Hiestand’s bill, which is now 
before the House Agriculture Committee 
and which undoubtedly has administration 
approval, although it is not an “adminis- 
tration bill,” would amend the law by 
substituting for the mandatory 2 per cent 
interest rate provision the following lan- 
guage: “. . . shall be at a rate of interest 
equal to the average rate of interest 
payable by the United States on its obli- 
gations, having a maturity of ten years or 
more after the dates thereof, issued during 
the last preceding fiscal year in which any 


such obligations were issued.” This bill is 
directly in line with the recommendation 
in the Budget Message cited above and 
ought to be enacted. 


hr; Washington monetary policy is or 

has been made a controversial subject 
we may expect that those who oppose 
what the Federal Reserve Board and 
Treasury have been doing will direct their 
appeals to influential sectors of the elector- 
ate: to veterans and other mortgage bor- 
rowers, groups interested in the financing 
of schools, hospitals, and other local, state, 
and other construction projects dependent 
upon borrowed capital, and the many 
small customers of electric, gas, and tele- 
phone utilities. In listening to such appeals 
it would be well to bear in mind that they 
are sometimes based on serious miscon- 
ceptions. 

As we have seen in this article, for 
example, while the cost of borrowed 
money is a consideration which public 
service commissions do—and indeed must 
—take into account in considering appli- 
cations for rate increases, that cost is only 
a relatively minor fraction of total costs 
in the public utility business. 

Similarly, we have seen that utilities 
which borrow through bond issues in- 
cline to reserve the right to refund such is- 
sues in case money later becomes cheaper ; 
and in fact regulatory agencies, state and 
federal, generally make the reservation of 
this right a requirement. While such a 
policy on the part of the borrowers may 
slightly increase the cost of borrowing 
through bond issues or otherwise make the 
money harder to get, it is a misconception 
to say that “over the next twenty to thirty 
years ... whether money is cheap or dear, 
consumers will be saddled with the higher 
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... rates brought about by the hard money 
policy.” 

Also we have noted above that the al- 
ternative to a monetary policy of resisting 
inflation is inflation itself and that the 
burden of inflation as reflected in utility 
operating costs, and hence in rates, can be 
many times greater than the effect of the 
dearer money we have been experiencing 
in the last few years. 


W: should note, furthermore, that the 

implication in the phrase “brought 
about by the hard money policy” is cer- 
tainly an arguable proposition and we 
should also keep in mind that the money 
supply and interest rates are affected by 
two rather separate sets of Washington 
factors. 

The Federal Reserve Board, which in 
various ways acts to stabilize the money 
market and supply of funds, is in discus- 
sions frequently lumped together with 
the administration. Actually, the board is 
an independent agency of the Congress 
chairmanned, as it happens today, by a 
Democrat. The Treasury Department in 
its public debt operations and other fed- 
eral agencies engaged in lending money, 
influence the interest rate and the supply 
of funds in other ways; ways over which, 
incidentally, the Federal Keserve Board 
has no control. Spending and tax policies 
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of the Congress also affect the interest 
rate. 

An administration spokesman, Treas- 
ury Under Secretary W. Randolph Bur- 
gess, in December put the matter as fol- 
lows: 


A few months ago all too many peo- 
ple believed that “tight money” was 
simply a result of policies pursued by 
the Federal Reserve System or by the 
ivensury. ... 

The basic cause of “tight money” is 
a great and abundant prosperity, and 
high confidence in the future. This 
means a demand for money which is in 
excess of the amount of money the peo- 
ple are saving. That is the real reason 
why the price of money is high and why 
it is less readily available... . 


S long as the general demand for capi- 

tal remains strong, money will con- 
tinue hard to come by and utilities, like 
other borrowers, will have to pay the go- 
ing rate when offering bonds. There are 
no signs of a change in official Washing- 
ton monetary policy. Were a policy of 
“active ease” to be substituted for present 
policy under present economic conditions 
of full employment the consequent rise in 
the price level would put a much greater 
burden on utilities and their customers 
than do today’s high interest rates. 





CC | ene analysis of the economics of the oil-depletion al- 
lowance confirms the verdict of experience. Against the 
existing legislative background, oil has taken its place among the 


great epics of American enterprise and welfare. Nothing could 
be more shortsighted than to jeopardize the. future of a resource 
so vital to prosperity and national security by changes that cannot 
be justified even on theoretical grounds. Adequate production has 
always been a direct function of economic incentive.” 
Excerpt from “The Guaranty Survey’— 
published by Guaranty Trust Company 
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REA Comes of Age 


An interesting summary, using a rather unusual ap- 

proach reviewing the present status and future outlook 

of REA. To the question is it coming or going, the 
answer seems to be a qualified ‘“‘both.” 


By JOHN J. HASSETT* 


N May 20, 1957, the Rural Electri- 
fication Administration, brain child 
of Morris Llewellyn Cooke and in- 

cubated by the New Deal, reached a status 
roughly equivalent to manhood—twenty- 
one years of age. It has led a tumultuous 
life to date, and there are those who say 
its best (and worst) years are behind it. 

In its two-score years and one, the 
REA has been orphaned and adopted, 
loved and hated, coddled and investigated, 
praised both lavishly and with faint 
damns, and excoriated with sulphurous 
indignation. Its next twenty years can 
hardly be as colorful, but then you never 


* Professional writer, resident in Gaithersburg, 
Maryland. For additional personal note, see “Pages 
with the Editors.” 


know. One thing seems certain: Although 
its primary objective has been largely ac- 
complished, REA is here to stay. 


6 ies Rural Electrification Administra- 
tion was created to make loans for the 
development of electric power systems in 
rural areas, first by Executive Order No. 
7037 of May 11, 1935, and officially a 
year later by passage of the Rural Electri- 
fication Act of May 22, 1936. Originally 
an independent agency of government, it 
became a part of the Department of Agri- 
culture in 1939, and it has operated ever 
since under that vast department’s aegis 
and protection. It was initially intended to 
exist for only ten years, but the time limi- 
tation was removed from its lending pro- 
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gram in 1944, and there is no indication 
of its demise on the horizon. For REA 
has found itself a prominent niche in 
America’s rural power and communica- 
tions picture. 


— upon its youthful accomplish- 
ments, there can be no doubt that 
REA has had a profound effect on farm 
economy over the past twenty years. The 
volume of dollars spent for construction 
of power lines and other electric facilities 
has gotten the job done. Nearly three and 
a half billion dollars in loans, together 
with the substantial expansion of business- 
managed, tax-paying utilities over the 
same period, has lifted the number of 
farms enjoying electricity from 10.9 per 
cent of all farms in 1935, to approxi- 
mately 95 per cent of all U. S. farms 
today. 

More than a thousand co-op borrowers, 
representing perhaps five million farmers, 
have drawn from the REA till during 
those twenty years. Eighty borrowers 
have already paid off their loans for distri- 
bution, transmission, generation, and con- 
sumer facilities, while only two loans have 
been foreclosed. 

This in itself has the makings of an 
heroic story of industrial accomplishment, 
and such it is. But it would be misleading 
to leave the impression that these millions 
of farmers voluntarily took the initiative 
(in high dudgeon) and straightway solved 
their immense power supply problems in 
a short span of two decades, with little 
help from anyone. The real story of REA 
lies in the paternalistic framework of gov- 
ernment aid and assistance which was 
built and maintained at government ex- 
pense to organize, then direct, farmers 
into power co-ops eligible for loans, and 
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ultimately to guide their management and 
operations for years and years. Private 
power interests have a word for this serv- 
ice—“‘spoonfeeding.” The writer leaves to 
your judgment the justification and merit 
of the scheme, and the question of who 
should take the bows for it. 


Ov the eve of its twenty-first birthday, 

the REA presented the classic picture 
of the government agency starting as an 
emergency element during the depression, 
obtaining temporary status through legis- 
lation, and finally emerging as a perma- 
nent, immutable monolith of bureaucracy. 
REA was perhaps the original “camel’s 
nose under the tent,” to borrow the utili- 
ties’ idiom. Created by Executive Order 
of Franklin D. Roosevelt, REA came into 
existence under authority of the Emer- 
gency Relief Appropriation Act which 
had been signed into law a month earlier. 
It received an initial allocation of $100 
million to try and help alleviate unemploy- 
ment by bringing electric power to rural 
areas. Almost immediately, it ran into 
trouble. 

REA’s job was to execute a 10-year 
program by making interest-bearing loans, 
repayable within twenty-five years, to local 
interests so organized as to make them 
eligible borrowers of public funds, with 
preference to be given to public bodies and 
co-operative, nonprofit, and limited divi- 
dend associations under state laws. Ad- 
ministrator Morris Llewellyn Cooke 
opened a suite of offices in the basement 
of the old Interior building in Washington 
with Secretary Harold Ickes’ blessing. 
Cooke built a small staff, then tried to find 
ways to get his money into hands that 
could spend it. It turned out to be quite a 
problem. 
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M7 relief projects were then operat- 
ing through grants or grants-in-aid, 
supplying funds directly through subsidy. 
REA found that there was no satisfactory 
way to provide grants for its projects, be- 
cause of existing Executive orders speci- 
fying how relief funds were to be spent. 
For example, it was required that 90 per 
cent of labor be procured from relief rolls. 
Since power construction required skilled 
labor, there was none available in the 
areas where rural power lines were feasi- 
ble. REA could not give the money away 
through grants, and there was some doubt 
that it could lend the money legally. This 
lending authority eventually was supplied 
by the Comptroller General’s office three 
months after REA was created, and a 
new Executive Order of August 7th set 
the permanent pattern for REA as a lend- 
ing agency, under which it has operated 
substantially since. 

Now REA had to find eligible borrow- 
ers who were technically competent to 
build and operate an electric system. It 
had received hundreds of inquiries from 
farm areas, wanting to know how to 
qualify for loans. Its answer was simple to 
give, but impossible to carry out. Inter- 
ested groups would have to organize local 
corporations under state laws. “O.K. How 


€ 


do we do it?” they asked. This posed so 
many difficulties that most embryo power 
organizations got nowhere at once. Delays 
were not aiding employment, since funds 
stayed in the Treasury. Power-minded 
New Deal Senators and Congressmen be- 
gan to fret over failure of relief efforts in 
this field to relieve anybody. 


) midsummer of 1935, the privately 

owned power industry made an offer 
of a co-operative program utilizing $113 
million of private capital for construction 
of rural lines, in co-operation with loans 
of $124 million from REA and other fed- 
eral agencies, to be advanced as credit to 
customers for house wiring, service exten- 
sion, and electrical appliances. This pro- 
posal was turned down by the Administra- 
tor, who referred the matter of appliance 
credit to another bureau, and attacked the 
rate structure of existing utilities as dis- 
criminatory toward rural service exten- 
sions. This was the culmination of several 
industry meetings with REA officials, 
ostensibly to explore ways and means of 
getting loan funds into circulation 

A review of published material on these 
REA-industry relations at the time sug- 
gests a certain amount of stalling and 
maneuvering. Utilities were under heavy 


no doubt that REA has had a profound effect on farm econ- 


| ee upon its youthful accomplishments, there can be 


omy over the past twenty years. The volume of dollars spent 


for construction of power lines and other electric facilities has 
gotten the job done. Nearly three and a, half billion dollars 
in loans, together with the substantial expansion of business- 
managed, tax-paying utilities over the same period, has lifted 
the number of farms enjoying electricity from 10.9 per cent 
of all farms in 1935, to approximately 95 per cent of all U. S. 
farms today.” 
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attack by the New Deal as a result of 
financial manipulations having nothing to 
do with electric rates and service, so that 
suspicion of government attitudes was 
paramount. For his part, Mr. Cooke later 
wrote with pride that he and a coterie of 
dedicated men saw REA as the means to 
inject a competitive system of public own- 
ership on the American economy in order 
to bring about changes in utility serv- 
ice which he felt were limiting power ex- 
pansion. Cooke’s list of dedicated men in- 
cluded F.D.R., Senator George Norris, 
who authored the REA bill in 1936, 
then Governor Gifford Pinchot of Penn- 
sylvania, and many others. 

In a letter to Senator Norris on No- 
vember 14, 1935, Mr. Cooke wrote: 


The experience of REA indicates 
that this limitation on the extension of 
electric service in rural areas has been 
due to prohibitive costs of line construc- 
tion, to excessive demands for cash con- 
tributions from farmers to pay for the 
lines which would serve them, to high 
rates which discourage the abundant 
use of current, and to the traditional 
policy of the private utilities of extend- 
ing their monopolistic franchises as 
widely as possible, while extending 
their actual service only to those areas 
which are most profitable. 


id would be naive to suppose that this 

group of zealots would relinquish the 
weapon of competition once it had been 
placed in their hands by Executive Order. 
From this point on, REA and the private 
utility industry went their separate ways. 

By the end of 1935, REA’s course was 
clear. The Administrator in his first re- 
port reluctantly admitted that not even a 
substantial portion of available funds 
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would be utilized for rural electrification. 
“Farm organizations of a co-operative 
character forged to the front as the prin- 
cipal borrowers under the REA pro- 
gram,” stated the report. 

Five months later, the Rural Electrifica- 
tion Act squeaked through the Senate 
committee by one vote, passed Democrat- 
controlled Senate and House without diffi- 
culty, and became law. REA took on a 
tough task of farmer education. First it 
had to sell the farmer on the advantages 
of electricity on the farm. Then it had to 
show him how to organize his group to 
be eligible for loans, how to design and 
build a system, how to operate it and 
make a profit, how to keep its books, ren- 
der its bills, pay its staff, plan its future. 
It took several years for REA to discover 
and organize this know-how, both to 
direct its own operations and to pass the 
information along to the borrowers. The 
result was that REA had to develop a 
Svengali-Trilby relationship with each 
and every potential borrower on a custom, 
hand-tailored basis, for every system had 
its own problems, and every system had 
to pay back its loans and be economically 
sound. At one and the same time, REA 
went into the promotion business, the 
power construction business, the legal 
counseling field, the engineering profes- 
sion, and the accounting industry, to sup- 
ply specialists on call to create a market 
for its power funds. 


Moz of this service and assistance are 

still available to co-ops, and, of 
course, many of them use it. These serv- 
ices are not included in the cost of the 
loans made to the co-ops. They are mostly 
rendered free or at out-of-pocket cost to 
the borrower. These costs are an overhead 
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Farm Power Use Forges Ahead 


66 [arm use of electricity actually is advancing more rapidly than urban 

and suburban use. Farmers are constantly finding new ways to 
substitute electric power for their own muscle power. Originally, REA 
sold the idea of power to the farmer in terms of lighting his home and his 
barn. The rule of thumb or catch phrase most frequently used was ‘You 


can buy 40 kilowatt-hours for $3.50 a month.’ Now the average farm 
use of electricity is 250 kilowatt-hours per month and it is still going up. 
Dairy operations now are almost entirely done by automation.” 


a 





charge appropriated for in full by the Con- 
gress for the REA staff. Since the end of 
World War II, there has been increasing 
pressure in Congress to make co-ops self- 
sufficient and more independent. Some of 
the early borrowers are well along in their 
repayment schedule by this time, and they 
have shown a tendency toward freedom 
of action, now that they are in an earning 
period. At Congress’ direction, REA has 
required some co-ops to pay for outside 
services instead of receiving them gratis 
from Washington. While these instances 
are not common as yet, more and more 
of them are likely to be reported as co-ops 
mature in age and wisdom and experience. 

REA borrowers have also benefited 





from a wartime change in the act which 
reduced the rate of interest on REA loans 
from 3 per cent to 2 per cent, and ex- 
tended the allowable time for repayment 
to thirty-five years. This was done in 1944 
to ease the repayment burden on systems 
which were straining to connect every 
possible customer so that wartime goals of 
farm production and rural industry could 
be met with existing power facilities. The 
2 per cent rate has been attacked by the 
Hoover Commission to Reorganize the 
Government as unrealistic. It has con- 
stantly been challenged by substantial con- 
gressional blocs on the ground that the 
rate does not return the cost of such 
money when borrowed by the government. 
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In the President’s Budget Message this 
year a direct reference to this unrealistic 
interest rate was made, and there was 
speculation that Congress would take a 
serious look at all power loans in the light 
of the present cost of money. Of course, 
the same criticism is leveled at so-called 
self-liquidating loans for power at federal 
construction projects now being operated 
by the Reclamation Bureau of the Depart- 
ment of the Interior. 


Hew the hue and cry over the im- 
mensity of the entire federal budget 
and the administration’s reaction to pro- 
posed cuts made in it, have completely 
overshadowed the interest rate matter, and 
there seems little likelihood of its getting 
a hearing in the present Congress, at least 
this year. REA, like other federal power 
and lending agencies, has adopted a pas- 
sive point of view toward interest rate 
proposals. Officials confidently expect to 
ride out any storm that may develop over 
the issue. 

One reason for the unruffled calm of 
REA officials before Congress is the proj- 
ects’ political popularity. Thanks to some 
strenuous lobbying activities by the co- 
ops’ own organization, the National Rural 
Electric Co-operative Association, and the 
judicious spreading of projects through 
every state in the Union, Congress has 
always been generous with lending funds 
for REA. In only four years has REA re- 
ceived less than $100 million in lending 
authorization, and these were all war 
years, when supplies were not available 
anyway. In the six lush growth years of 
our peacetime economy from fiscal 1946 
through 1951, REA was granted $2,084,- 
000,000 for power loans. 

Since then, with most of the physical 
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job of the new line building done, REA 
authorizations Have leveled off at between 
$100 million and $214 million annually, 
except for 1953, during the Korean con- 
flict. The current fiscal 1958 budget esti- 
mate is for $179 million, most of which 
seems fairly safe from congressional axes. 
These funds are mostly aimed at “heavy- 
ing up” existing systems, installing three- 
phase lines for more electrical use per 
farm, and bigger transformers. REA’s 
current existence is now geared to improv- 
ing the quality of service, and, according 
to present REA Administrator David 
Hamil, “The co-ops, like most private 
companies, will probably never finish re- 
furbishing and improving their lines and 
service.” 


je use of electricity actually is ad- 
vancing more rapidly than urban and 
suburban use. Farmers are constantly 
finding new ways to substitute electric 
power for their own muscle power. Orig- 
inally, REA sold the idea of power to 
the farmer in terms of lighting his home 
and his barn. The rule of thumb or catch 
phrase most frequently used was “You 
can buy 40 kilowatt-hours for $3.50 a 
month.’”’ Now the average farm use of 
electricity is 250 kilowatt-hours per month 
and it is still going up. Dairy operations 
now are almost entirely done by automa- 
tion. Kitchen and household appliances 
are as common on the farm as in the city, 
and the generation of farm youngsters 
which has grown up with power has 
learned many new ways to utilize it. 
This rapidly rising standard of living 
on the farm has also been reflected in the 
entry of REA into the rural telephone 
field, which was accomplished by act of 
Congress in 1949. Unlike the rancor that 
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accompanied the founding of REA origi- 
nally, the telephone program from the 
very first has been founded on co-opera- 
tion between the existing companies strug- 
gling manfully to cover the field, and the 
consumers who wanted quality service at 
reasonable cost. 

The rural telephone statute contains no 
provision for loans to public bodies or for 
preference to be given to any particular 
group or organization. During the early 
years of the rural telephone program, 
there was a specific requirement that loans 
be given first to those already providing 
telephone service in an area. As a result, 
the number of telephone loans made so 
far has been predominantly to private 
companies rather than to co-ops. It is in- 
teresting to speculate how much progress 
might have been made in the power field 
since 1936 had government and industry 
worked together as a team. 


— to date in the telephone field 

after six years has been steady but not 
spectacular. Material and skilled man- 
power shortages persist, so that top lend- 
ing authorization in any fiscal year so far 
has been $80 million. There have been 
some technical and legal requirements 
that have slowed service extensions and 
improvements. For instance, it has been 
necessary to process many applications 
through state regulatory commissions. 
Also, since existing telephone franchises 
are being respected, there has been much 
negotiation and occasional litigation over 
some new lines and extensions. For 
REA’s part, it has made no distinction 
between applications for loans from co- 
ops and companies, considering only rates 
and the fiscal soundness of the proposals. 


REA COMES OF AGE 





It would seem that REA and its policies 
have mellowed over the years. The chang- 
ing administrations have had an influence 
here, as well as the changing times. If this 
be so, where does REA go from here, 
now that it is of age? 

Taking for granted its continued ex- 
istence, there are both obstacles and op- 
portunities in its path. In the power field, 
the ever-expanding farm market looks 
juicy enough to claim future appropria- 
tions as hungrily as before. 

Although the actual number of farms is 
declining, more electric equipment is being 
used on the farm, while farms get bigger 
and use even more power per acre. More 
city folk are moving into the country with 
still higher standards of electric living. 


r the telephone field, the communica- 
tions program is still in its infancy. If 
American prosperity continues high, there 
will exist a continuing need for similar 
saturation coverage of rural telephone 
service. Certainly the pace of this expan- 
sion will be slower than that of electricity, 
because the urgency is not so acute and 
because equipment and man power are not 
readily available, as in the thirties. 

The obstacles lying ahead are not ma- 
jor ones, barring an over-all economic 
slump. Congress may raise questions 
about the propriety of continued “mother 
hen” operations of REA for its borrow- 
ers, and about the justification of the 2 
per cent interest rate. Responsible solons 
may ask such questions, but apparently no 
one in authority is going to answer them 
emphatically enough to bring about a 
change. That is the way things are today. 
In retrospect, they could be a great deal 


worse. 
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Niagara Decision Puzzle 


HE recent decision. (2 to 1) of the 

U. S. circuit court of appeals for the 
District of Columbia regarding Niagara 
power development has left a number of 
questions concerning pending legislation. 
The majority of the court decided that the 
Federal Power Commission has full dis- 
cretion and responsibility for licensing 
Niagara power development, notwith- 
standing the 1950 treaty provision reserv- 
ing this authority to Congress. 

The majority opinion, by Judge Baze- 
lon, dismissed the reservation in the 1950 
treaty with Canada as merely an expres- 
sion of domestic policy which was inde- 
pendent of the binding provisions of the 
treaty itself. Now Congress is faced with 
the problem of disposing of a bill, already 
approved by a Senate committee, which 
purports to exercise the authority reserved 
in the 1950 treaty. This bill was the result 
of a compromise over a preference clause 
provision which would authorize the New 
York State Power Authority to develop 
Niagara power and sell part of it to pri- 
vate companies and part to government 
agencies under a preference clause. 

The issue in the court case turned on 
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the treaty reservation which said that “no 
project for redevelopment of the United 
States share of such (Niagara) waters 
shall be undertaken until it be specifically 
authorized by act of Congress.” Judge 
Bazelon, speaking also for Chief Judge 
Edgerton, held that the reservation was 
an expression of the Senate’s desires, but 
not a part of the treaty. Dissenting in the 
decision, Judge Bastian held that the con- 
dition the Senate attached was germane to 
the subject matter of the treaty, and that 
“if but for its condition being given effect 
the Senate would not have consented to 
the treaty—then regardless of what the 
language in question is called it must be 
given effect.” 


} pros majority noted that “No court 
has ever said . . . that the treaty 
power can be exercised without limit to 
affect matters which are of purely domes- 
tic concern and do not pertain to our rela- 
tions with other nations.” In this connec- 
tion it is interesting to read Justice 
Black’s opinion in the U. S. Supreme 
Court decision of June 10th in the case of 
Reed v. Covert & Smith. There the Su- 
preme Court said that “no agreement with 
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a foreign nation can confer power on the 
Congress, or on any other branch of gov- 
ernment, which is free from the restraints 
of the Constitution.” 

There are three courses now left open 
to clear up the Niagara power problem. 
The first could be a request for a review 
of the decision by the full panel of nine 
judges of the U. S. circuit court of ap- 
peals, with the prospect of further appeal 
to the U. S. Supreme Court. This would 
delay final action until next year at least, 
and the Niagara power is badly needed as 
soon as it can be developed. 

A second course would be for Congress 
to go ahead with pending legislation. Pas- 
sage of the compromise bill now before 
the Senate would probably have the effect 
of rendering the court’s decision moot, 
because if Congress can delegate authority 
to the FPC in the Federal Power Act, it 
can also take it back by special legislation. 
The third alternative would be to let the 
decision stand and permit the FPC to re- 
consider the application of the New York 
State Power Authority for a license. 

The Senate Public Works Committee 
on June 24th approved a compromise pro- 
posal to give New York state authority to 
build a $600 million Niagara Falls power 
plant. The measure is substantially the 
same as one approved earlier by a subcom- 
mittee headed by Senator Robert S. Kerr 
(Democrat, Oklahoma). Senator Dennis 
Chavez (Democrat, New Mexico), chair- 
man of the full committee, announcing the 
group’s action, gave this breakdown of the 
measure : 


HY of the total estimated project 
power—about 1.8 million kilowatts 
—is reserved for preference users. Twenty 
per cent of that amount would be available 
to Ohio and Pennsylvania for use by pub- 
lic bodies and nonprofit organizations. 
The other half of the project capacity 


would go to commercial users with 445,- 
000 kilowatts assigned to the Niagara 
Mohawk Power Corporation. 

The allocation to Niagara Mohawk re- 
places the generating capacity the com- 
pany lost as a result of a June 7, 1956, 
rock slide at the falls. In return, Niagara 
Mohawk gives up its rights to use of Ni- 
agara river water. 

The plant would be built, maintained, 
and operated by the Power Authority of 
the State of New York. The authority is 
now constructing the American portion 
of a comparable project in the Interna- 
tional Rapids section of the St. Lawrence 
river. 

Both Senators Chavez and Kerr ex- 
pressed hope that the bill will be brought 
up for prompt action by the Senate. It 
then would go to the House. 


* 
Hell’s Canyon U bset 


HE unexpected reversal of votes by 
southern Senators who voted against 
a bill to authorize a federal dam at Hell’s 
Canyon last year strongly suggests a trade 
on other legislation, even though denied 
by those Senators. An analysis of the Sen- 
ate vote (45 to 38) in favor of the federal 
project indicates that the votes of several 
southern Democrats were traded in return 
for support of the southern position on 
civil rights legislation. There was also 
evidence of an organized effort by the 
Senate Democratic leadership to embar- 
rass the administration and perhaps create 
an issue for use in the coming election 
year. Expectation that President Eisen- 
hower would veto the Hell’s Canyon bill 
if it is approved by the House was also 
thought to have been a factor with some 
Senators. 
The bill now goes to the House where 
it will be taken up first by the House In- 
terior Affairs Committee, headed by Rep- 
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resentative Engle (Democrat, California), 
a supporter of the project. 

Ignoring the surprising vote in the Sen- 
ate late last month authorizing the fed- 
eral project, the House Irrigation and 
Reclamation Subcommittee refused (15- 
12) to report a similar measure to the In- 
terior Affairs Committee. The subcom- 
mittee’s vote is regarded as a fair test of 
the opposition’s strength and probably 
kills any Hell’s Canyon bill. 

Those Senators previously opposed to 
the federal project, who switched their 
votes last month, were as follows: East- 
land (Democrat, Mississippi), Long 
(Democrat, Louisiana), Ervin (Demo- 
crat, North Carolina), Smathers (Demo- 
crat, Florida), Russell (Democrat, Geor- 
gia), Smith (Republican, Maine), Aiken 
(Republican, Vermont), and Thye (Re- 
publican, Minnesota, who was paired for 
the bill). In contrast, the following “lib- 
eral” Democratic Senators, ordinarily 
favoring civil legislation, voted unsuccess- 
fully along with the Southerners to block 
a move to send a House-approved civil 
rights bill directly to the floor of the 
Senate, bypassing the Senate Judiciary 
Committee: Magnuson (Washington), 
Mansfield (Montana), Morse (Oregon), 
Murray (Montana), and O’Mahoney 
(Wyoming). 


le president of Idaho Power Com- 
pany claimed his company’s decision 
to return to the federal government the 
fast tax write-off certificates for construc- 
tion of two Snake river dams was made 
without any advice from government offi- 
cials. In a telegram to Chairman Ke- 
fauver (Democrat, Tennessee) of a Sen- 
ate Judiciary subcommittee, T. E. Roach, 
the utility’s president, said: “We have not 
had any contact, conference, or consulta- 
tion with any official of the executive 
branch of the government.” 
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“Nor has anyone else done so for us,” 
he added. 

Mr. Roach returned to the Office of 
Defense Mobilization, on the eve of the 
Senate vote on a federal Hell’s Canyon 
dam, two certificates that would have al- 
lowed Idaho Power to write off at an 
accelerated rate for tax purposes about 
$65 million of the $103 million cost of 
two of three dams it has been licensed to 
build along the Snake river between Idaho 
and Oregon. Mr. Kefauver had wired Mr. 
Roach earlier, asking him whether any 
White House or other government official 
had been in touch with him on giving up 
the fast amortization grants. 


& 
New Nominations 


NOTHER former state commission 
chairman has been named to a fed- 
eral commission post by President Eisen- 
hower, following a precedent established 
in earlier appointments. Edward N. Gads- 
by (Republican) of Boston, Massachu- 
setts, attorney and a former chairman of 
the Massachusetts Department of Public 
Utilities, is slated to succeed J. Sinclair 
Armstrong as chairman of the Securities 
and Exchange Commission. (Armstrong 
has already moved over to the Defense De- 
partment where he is now Assistant Secre- 
tary of the Navy for Finance.) Gadsby’s 
appointment, when officially announced, 
will require the confirmation of the Sen- 
ate. 

Andrew D. Orrick, a Republican, was 
sworn in last month as a reappointed 
member of the SEC. Orrick, who has 
served out the unexpired term of former 
SEC Chairman Demmler, was renamed 
to a full 5-year term on the SEC, expiring 
in 1962. 

Two former Truman administration 
officials have been named by Eisenhower 
to fill Atomic Energy Commission vacan- 
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cies. John S. Graham (Democrat) of 
North Carolina was named to replace 
Democratic Commissioner Thomas E. 
Murray. John F. Floberg (an Illinois In- 
dependent) would fill the unexpired term 
(to 1959) of the late Commissioner John 
von Neumann. Graham was formerly an 
Assistant Secretary of the Treasury. Flo- 
berg was a former Assistant Secretary of 
the Navy for Air. The term of former 
AEC Commissioner Murray, often critical 
of AEC Chairman Strauss, expired on 
June 30th. Senate hearings on the Gra- 
ham and Floberg nominations may be 
lengthy because of the support for re- 
appointment given outgoing Commis- 
sioner Murray by some leading liberal 
Democratic Senators. Confirmation of 
Graham and Floberg is anticipated. 


Hypreienennsgy John C. Doerfer was 
designated chairman of the Federal 
Communications Commission when for- 
mer Chairman George C. McConnaughey 
resigned that post a few days before his 
term would have expired. McConnaughey 
is returning to private law practice in Co- 
lumbus, Ohio, where he was once chair- 
man of the Ohio Public Utilities Commis- 
sion. He had asked President Eisenhower 
not to consider him for reappointment. 

Doerfer’s designation as, chairman is a 
presidential prerogative under the Federal 
Communications Act and does not require 
confirmation by the Senate. President 
Eisenhower’s nominee to the vacancy 
created on the FCC by the departure of 
Chairman McConnaughey — Frederick 
W. Ford, Justice Department attorney— 
is noted elsewhere in this issue. (See 
page 103.) 

There was considerable surprise over 
President Eisenhower’s “dark horse” se- 
lection for the TVA vacancy—Arnold R. 
Jones. The 53-year-old Deputy Budget 


Director from Manhattan, Kansas, is un- 
known personally and to a large extent 
professionally and politically to Senators 
who will query him on his qualifications 
and policy views. Since joining the gov- 
ernment as Deputy Budget Director only 
fourteen months ago, he has appeared in- 
frequently before legislative committees 
and has never really tangled with members 
of Congress. 

Friends credit him with an engaging 
personal charm. They also likened his 
working habits and modern Republicanism 
to Milton Eisenhower with whom he was 
closely associated at Kansas State College. 


* 
Gas Bill Progress 


saloon of the Harris-O’Hara Bill 
to ease FPC controls over natural gas 
producers have been encouraged by a ten- 
tative committee vote on a key provision 
of the measure. The House Interstate 
Commerce Committee, still in the process 
of working out a final version of the bill 
for presentation to the House, defeated, 
16 to 9, a proposed amendment which 
would have left almost intact the FPC’s 
present authority to regulate gas producer 
rates. 

Although eiglit members of the commit- 
tee were absent when the vote was taken, 
some critics of the Harris-O’Hara Bill 
conceded the result indicated that oppo- 
nents of the measure may have overesti- 
mated their strength. The committee vote, 
coupled with indications that President 
Eisenhower would not insist on two con- 
troversial amendments initially suggested 
by the administration, would seem to indi- 
cate that” the bill has a fair chance of 
House passage at this session. A close 
vote was predicted by both sides, however, 
and there is virtually no hope of Senate 
action before adjournment. 
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CWA Convention 


ELEPHONE industry matters took a 

back seat at the recent annual con- 
vention of the CIO-AFL Communications 
Workers of America in Kansas City, Mis- 
souri. Resolutions adopted at the conven- 
tion covered the whole range of social and 
economic affairs, both national and inter- 
national, with particular emphasis on gov- 
ernment power policies and natural re- 
source development. 

With respect to labor problems affect- 
ing the communications industry, the con- 
vention recommended raising the mini- 
mum hourly wages from $1 to $1.25; ex- 
tension of the Fair Labor Standards Act 
to cover all communications workers, in- 
cluding those in telephone exchanges of 
750 stations or less, was also proposed. 
The 2,500 delegates also approved the 
creation of a new bargaining policy com- 
mittee, to be composed of sixty members. 
The new committee was created to remove 
collective bargaining matters from the 
floor of the convention and to place in the 
hands of a smaller group the details of 
bargaining policy. The delegates approved 
the creation of a district for the states of 
Pennsylvania and Delaware, conditioned 
on the acceptance of CWA membership by 
the Federation of Telephone Workers of 
Pennsylvania (FTWP). This independ- 
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ent union is now considering the question 
of joining CWA. If the new district is 
created, it would have an immediate mem- 
bership of 15,000 communications work- 
ers with a potential of organizable work- 
ers in the area of approximately 40,000. 
The FTWP now represents 13,000 work- 
ers of the Pennsylvania Bell Telephone 
Company in the plant and accounting de- 
partments. 


peerage concerning natural re- 
source development generally fol- 
lowed the AFL-CIO philosophy of gov- 
ernment-sponsored projects in this field. 
One resolution recommended federal con- 
struction of Hell’s Canyon dam on the 
Snake river in Idaho; another denounced 
the policy of awarding rapid tax amorti- 
zation certificates to privately owned utili- 
ties; a third resolution criticized specific 
utilities for accepting certificates awarded 
by the Office of Defense Mobilization. 
Comprehensive river basin development 
through federal action was recommended 
in another resolution, including expansion 
of the Tennessee Valley Authority, and 
developments on the Niagara and Poto- 
mac rivers. 

On atomic energy development, another 
resolution described private industry’s rec- 
ord in this field as “one of postponement 
and delay.” Current practices and policies 
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of the Atomic Energy Commission, said 
the resolution, “are leading to the domina- 
tion and monopolization of the atomic 
energy program by the private power com- 
panies.” The resolution supported legisla- 
tion leading to the construction and con- 
tinued operation of several federally 
owned and operated atomically fueled 
generating stations. 

The delegates re-elected Joseph A. 
Beirne as president of the union, defeating 
a bid by former Vice President A. T. 
Jones to unseat Beirne. Jones was then de- 
feated in his vice presidential race by 
James E. Massey of Atlanta. 


* 
New FCC Appointment 


| gprvonesand Eisenhower on July 2nd 
nominated a former Federal Com- 
munications Commission official, Freder- 
ick W. Ford, to be a member of the FCC 
for a seven-year term. Ford now is assist- 
ant to Deputy Attorney General William 
P. Rogers in the Justice Department. He 
was an attorney-adviser to the FCC from 
1947 to 1951, and from 1951 to 1953 was 
chief of the hearing division of the FCC’s 
broadcast bureau. He is a Republican from 
Clarksburg, West Virginia. 

He would fill the vacancy on the com- 
mission left by the departure of George 
C. McConnaughey, whose term expired 
on June 30th. 

bg 


Ohio Strike Ruling Attacked 


HE National Labor Relations Board 

has been asked to reverse findings of 
a trial examiner in charges growing out 
of the recent telephone strike in Ports- 
mouth, Ohio. The strike was marked by 
numerous acts of violence and property 
destruction, including cable cuttings and 
personal assaults. NLRB Trial Examiner 
Whittemore found the company primarily 


responsible for most of the violence and 
exonerated the union. 

In a long brief, NLRB’s general coun- 
sel asked the board to set aside Whitte- 
more’s report on grounds that the trial 
examiner was biased, that his report was 
based on erroneous conclusions of law, on 
erroneous credibility findings and findings 
of fact, and on an erroneous application of 
the ‘“‘clean hands’’ doctrine, based on false 
findings of fact as to the conduct of the 
company. 

“Throughout the intermediate report,” 
said the general counsel’s brief, “the trial 
examiner has distorted evidence and ig- 
nored evidence in making findings of facts 
adverse to the general counsel. The trial 
examiner’s adverse credibility findings are 
without exception based on misstatements 
of testimony, failure to consider testi- 
mony, and on false findings of fact, or on 
irrelevant factors which are reflected in 
the injudicious statements appearing 
throughout the intermediate report.” 

The general counsel, in requesting the 
board to make a de novo review of the 
case, said the record contains a preponder- 
ance of substantial evidence to support 
findings by the board that the union en- 
gaged in unfair labor practices, as origi- 
nally alleged. 


¥ 


FCC Opposes Antitrust Suit 


Dismissal 


HE Federal Communications Com- 

mission has taken the position that its 
approval of a particular transaction in no 
way immunizes the transaction from later 
attack om grounds that it violates the anti- 
trust laws. The commission made known 
its views in an appearance before a U. S. 
district court in Philadelphia to oppose 
dismissal of a suit against Radio Corpora- 
tion of America and the National Broad- 
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casting Company, brought by the Justice 
Department’s antitrust division. 

The suit arises out of acquisition by 
NBC of Philadelphia radio and TV sta- 
tions from the Westinghouse Broadcast- 
ing Company in early 1956. Westinghouse 
exchanged stations in Cleveland and $3 
million. The Justice Department claims 
that the trade is part of an illegal attempt 
to restrain trade, which reduced Westing- 
house’s ability to compete with NBC for 
the sale of advertising and prevented com- 
petition in the Philadelphia area between 
advertisers and TV station owners. 

RCA and NBC moved to dismiss the 
suit on the ground that the exchange had 
been approved by the FCC and that the 
Justice Department had ample opportunity 
to oppose the arrangement before it was 
concluded. Appearing as a friend of the 
court, the FCC said its approval was not 
intended to mean that the transaction was 
exempted from attack as a violation of the 
Sherman Act. The commission stated that 
it had no legal authority to grant exemp- 
tions in cases which might involve the 
Sherman Act or other antitrust laws and 
that it does not grant such exemptions. 
The FCC expressed the opinion that the 
Justice Department is not barred from 
filing an antitrust suit just because it did 
not take part in the proceedings before the 


commission. 
we 


Closed Circuit Toll TV 


eine ereicon television promoters 
may find a way to introduce their prod- 
uct to the public, regardless of whether 
the Federal Communications Commission 
decides to give the controversial proposal 
a trial run. The Metropolitan Life Insur- 
ance Company is reported to be consider- 
ing the possibility of running closed cir- 
cuit TV wires into the many large apart- 


ment projects operated by the company. 

The TV programs would be carried into 
Metropolitan’s apartments by means of 
cable, instead of broadcasts through the 
air. Originally, proponents of toll televi- 
sion planned broadcasting programs much 
in the manner of regular TV, but only for 
paying viewers. The programs would be 
broadcast in “scrambled” form and view- 
ers would have to unscramble them by 
dropping coins in a box or in some other 
way activate a decoder to get a complete 
image on the TV screen. Such broadcasts 
would need FCC approval, which so far 
has not even authorized large-scale toll 
TV tests. 

Even though the FCC has announced 
that it will soon lay down ground rules for 
tests in the near future, at least three com- 
panies with pay TV systems are going 
ahead with closed circuit projects. Apart 
from size, plans for toll TV in Metropoli- 
tan Life’s apartments are typical of other 
closed circuit proposals. Live programs 
would be picked up by TV cameras and 
relayed to stations in apartment house 
basements ; filmed shows would originate 
in the basement station, with a camera 
focusing on a picture thrown onto a 
screen by a projector. From the stations, 
programs would be piped to TV sets in 
individual living rooms. Residents could 
pick programs they wanted to watch, pay- 
ing for the shows by dropping coins into 
an attachment on the TV set. 

If Metropolitan Life decides to install 
basement transmission stations and decod- 
ing devices, which would cost an esti- 
mated $50 for each TV set, the total out- 
lay for all its projects might reach as high 
as $2 million. The company’s return on 
the outlay probably would come through 
some split of viewers’ fees with the pro- 
gram promoter, or from leasing the coin 
TV concession to someone else. 
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Financial News 
and Comment 


By OWEN ELY 


Utility Stocks Decline 
Sharply Due to High Money 
Rates and Adverse Rate 
Decisions 


w= money rates and the cost of 
senior financing for utilities had 
been steadily rising, utility stocks ignored 
money rates until recently, the Dow-Jones 
utility average advancing from 68.33 
early this year to 74.61 on May 2Ist, a 
gain of over 9 per cent. However, the of- 
fering of three new first mortgage bond 
issues of utility companies to yield 6 per 
cent or over brought the matter of money 
rates forcefully to the market’s attention, 
and utility stocks ‘fell out of bed.” 
While the growth utility stocks usually 
ignore money rates and yields because 
they are bought for capital gains, these 
stocks were also unsettled by unfavorable 
rate decisions. On May &th a Federal Pow- 
er Commission examiner recommended 
that Colorado Interstate Gas Company be 
required to refund about $33 million to 
customers in connection with two rate in- 
creases which had been collected under 
bond since 1954-55. President Mueller 
stated that if these recommendations were 
adopted by the commission and sustained 
by the courts, it would mean bankrupting 
the company. He also stated that the pro- 
posed rate schedule on the basis of 1956 


volume would have produced only half the 
money necessary to pay bond interest, 
with nothing available for preferred or 
common dividends. This naturally result- 
ed in a substantial decline in the com- 
pany’s stock. 


Ov June 16th another blow fell. While 
the Florida utilities had been blessed 
with a co-operative state commission, the 
continued uptrend of earnings and mar- 
ket prices perhaps came to the attention 
of the commission. In any event, the com- 
mission ordered Florida Power & Light 
Company and Gulf Power Company (sub- 
sidiary of Southern Company) to reduce 
rates July 15th. Florida P&L’s gross earn- 
ings were said to exceed a reasonable 
amount by about $4 million per annum and 
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Gulf Power’s by about $600,000. While 
no definite amounts were specified, the 
commission held that rates should be re- 
duced so as to bring earnings of the two 
companies down to a 6.5 per cent return 
on the fair value of plant and equipment. 
Later Florida Power & Light decided to 
accept the reduction without making a 
prolonged fight. 

Assuming that the reductions would 
approximate the amounts said to be ex- 
cessive, the rate cut for Florida P&L 
would approximate 32 cents a share after 
taxes, and Southern Company would be 
affected by only one or two pennies per 
share. Florida Power & Light’s earnings 
over the past year and a half (on a twelve 
months’ ended basis) have been increas- 
ing at the rate of 4-5 cents a month, so 
that in theory the rate cut would only can- 
cel about seven months’ growth. However, 
the stock of Florida Power & Light 
promptly dropped about ten points and 
Florida Power Corporation followed suit 
with a decline almost as large, despite the 
fact that the commission’s executive sec- 
retary denied any present plans to reduce 
that company’s rates. He did state, how- 
ever, that the commission is preparing to 
take a closer look at rates of all utilities 
and has hired two roving auditors to 
“drop in” on utilities from time to time 
and check their books, instead of relying 
on annual reports. (See. also, page 127.) 


teow immediately raised the question 
as to whether growth utilities in other 
states such as Texas might also be vul- 
nerable. While the Texas state law men- 
tions 8 per cent (not 6 per cent) as an 
adequate return, there is no state commis- 
sion and municipalities in the past have 
generally been liberal, appreciating that 
the utilities could not keep up with the 
rapid growth of the state if hamstrung by 
rate litigation. Nevertheless, the question 
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is now raised in some quarters whether 
the municipalities might do something 
which would involve rate cuts in that state. 
As the combined result of all these factors 
utility stocks in the five weeks’ period end- 
ed June 26th lost the entire advance of 
March 25th-May 21st, although the Dow 
utility average avoided going into new 
low ground for 1957. 

The stock of Florida Power & Light 
has been one of the most popular growth 
stocks. Back in 1949-51 when the stock 
was slowly “seasoning” following its dis- 
tribution to holders of American Power & 
Light, it sold at only about 8-10 times 
earnings. In 1952 the company began to 
receive attention as a growth company 
and the P-E multiple began to lengthen. 
By 1955 the stock was selling at multiples 
of about 15-20 times earnings and at the 
recent high close to 60 it sold at over 22 
times the earnings of $2.70 for the twelve 
months ended March 31st. To some ex- 
tent the multiple could be explained by 
the company’s conservative bookkeeping 
methods as compared with most other 
growth companies. Nevertheless, while 
share earnings had increased only about 
150 per cent since 1949 the price (after 
adjustment for the split in 1955) had ad- 
vanced some 525 per cent at its recent 
high. 


— Situ, chairman of Flor- 
ida Power & Light, has stated that 
earnings of $2.81 for the twelve months 
ended May 31st amounted to a return of 
7.2 per cent on the company’s investment 
of approximately $331 million. However, 
if the company had been able to build the 
necessary reserve capacity to keep pace 
with the increase in power sales the com- 
pany’s return would have been only 6.6 
per cent. He said that the company is short 
about $30 million worth of reserve gen- 
erating capability. 

The company hopes to reduce its gen- 
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erating costs, although it is understood 
that consumers will obtain most of the 
benefits from fuel economies due to fuel 
adjustment clauses. Heretofore the com- 
pany had been using fuel oil but the com- 
pany has now contracted to use 180 mil- 
lion cubic feet of natural gas daily when 
the Houston-Texas Gas & Oil Corpora- 
tion completes a pipeline to transport gas 
to Florida, possibly within a year. This is 
expected to reduce generating costs about 
$300,000-$400,000 a year after amortiz- 
ing the cost of converting some boilers to 
the new fuel, and additional savings may 
be realized from gas obtained on an in- 
terruptible basis. The company is also in- 
vestigating the possibility of burning coal, 
in view of recent fuel oil price increases. 

The company remains optimistic on 
_ continued rapid growth prospects. Presi- 
dent Fite has pointed out that due to the 
increased summer demand only about 10 
per cent of capacity is idle at the summer 
peak compared with 30 per cent a decade 
ago. Summer sales have increased more 
rapidly than winter because of the swift 
growth of the summer tourist industry, 
the additional use of air conditioning, and 
increased industrial demand for power. 
The company expects to spend about $375 
million on new construction over the next 
five years—as compared with net plant of 
a little over $300 million at the end of 
1956. 

” 


Inquiring Stockholders—Bane 
Of the Utility Executive 


_— who attends one of the stock- 
holders’ meetings of the larger utili- 
ty companies for the first time may be 
somewhat depressed by the level of inves- 
tor information indicated by many of the 
questions asked, as well as the suspicious 
attitude of some stockholders that the 
management will put something over on 
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them unless they are alert enough to de- 
tect it. There is also the “professional” 
type of stockholder who essays the pa- 
tronizing role of economist or elder states- 
man in offering suggestions to the man- 
agement or criticizing some of its policies. 

The latitude allowed stockholders at 
these meetings and the patience of the 
management in dealing with all sorts of 
picayune problems indicate that these 
town meeting sessions are a fine example 
of American democracy as applied to the 
“People’s Capitalism.” The official who 
answers stich questions understandingly 
sometimes finds his audience surprisingly 
appreciative, as in a recent instance where 
a stockholder proposed that the president 
of the company might well emulate the 
late Wendell Willkie and seek the nomi- 
nation for president of the U. S. in 1960. 

Some utility executives—apparently 
gluttons for self-discipline—now hold 
regional meetings in addition to the for- 
mal annual meeting, to keep closely in 
touch with stockholders. Even though the 
chairman or president must sometimes 
withstand a barrage of irrelevant ques- 
tions and comments, this is part of the 
price that must be paid for building up 
and maintaining good relations with the 
stockholder group as a whole. While proxy 
fights are rare among utility companies 
these days, no top executive would wish 
to permit criticisms of his administration, 
or misunderstandings about policy mat- 
ters, to come to a head and threaten a 
proxy fight. 


—- all the larger utility companies 
have adopted the policy of quarterly 
newsletters to stockholders in addition to 
readable annual reports, proxy letters, and 
occasional special bulletins. A number of 
them print the proceedings at the annual 
meetings so that stockholders unable to at- 
tend can have a digest. At the recent an- 
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nual meeting of Commonwealth Edison 
Company, Chairman Willis Gale point- 
ed out that the company was doing its best 
to keep stockholders fully informed 
through its quarterly bulletins, annual re- 
port, and special letters, and stated “we 
appear to have improved our stockholder 
relations. . .. we have had fewer inquiries 
and fewer letters of critical comment.” 
However, he admitted that they still re- 
ceive a very few highly critical letters 
which seem based on the assumption that 
the management and the directors “have 
no sincere interest in the welfare of the 
stockholders.” When these letters are 


signed (not all of them are) they are an- 
swered as fully and sincerely as possible. 
The matter of officers’ salaries, as dis- 
closed in the proxy statement, seems to in- 
terest stockholders the most, Mr. Gale 
stated; of the seven comments received 
this year “one of them was pretty rough, 
to the effect that our only interest is high- 
er and higher salaries.” 

In replying to such letters, he said, “I 
have pointed out before how important it 
is for us to build and retain the strongest 
possible management team. To do this, 
our salaries must be comparable with 
those paid by similar companies. Peoples 
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JUNE UTILITY FINANCING 
PRINCIPAL PUBLIC OFFERINGS OF ELECTRIC AND GAS UTILITY SECURITIES 


Date Amount Description 


Bonds and Debentures 

6/5 5.0 Boston Edison 1st 48s 1987 

6/5 10. North. States Power Ist 48s 1987* .. 
6/7 15,5.. Georgia Power Ist 54s 1987 

6/10 .0 Columbia Gas System Deb. 54s 1982* 
6/11 0 Metropol. Edison Ist 4%s 1987 ...... 
6/12 .0 Consol. Nat. Gas Deb. 4$s 1982* .... 
6/13 30.0 Mich. Wisc. Pipeline 1st 64s 1977* .. 
6/18 .0 Mich. Cons. Gas Ist 64s 1982* 

6/19 5.0 Texas East. Trans. Deb. 6s 1977* .. 
6/20 .0 Mont.-Dak. Uts. Conv. Deb. 4%s 1977* 
6/25 5.0 Delaware P. & L. 1st 5s 1987 

6/26 Puget Sound P. & L. Ist 64s 1987 .. 
6/28 So. Calif. Gas Ist 54s 1983* 


Preferred Stocks 
6/19 Texas East. Trans. 5.75% Sub. Conv. 


Common Stock—Offered to Stockholders 


6/5 8 Bridgeport Gas 
6/5 1 Philadelphia Electric 
6/10 7 Portland Gas & Coke 


Common Stock—Offered to Public 


6/5 25.0 Virginia Elec. & Power 
6/19 vo Galt States OUNaeS -. bass ve seine 
6/27 9.0 Duquesne Light 


Aver. Yield 
For Success 
Price Under- Offer- Securities of Of 
0 writing ing Similar Moody Offer- 
Public Spread Vield Quality Rating ing 
101.55 .78C ; Aaa 
100.00 .90C j A 
102.20 2G 
101.36 1.04C 
101.50 .93C 
100.16 .93C 
102.89 2.18C 
103.22 1.91C 
98.50 1.75N 
101.00 1.83C 
1.19C 
1.90C 
L:iSC 


PAPOWP PW 
veneers onae caA 


wo be 
BRA! | ERS 


un 
a 
on 


3.00N a 


Earns.- Notes 
Price On 
Ratio Tssue 


10.10 h 


.79C 
1:37C 


7.30 
7.46 


4.00 
4.08 


i 


k 


d 
d 


149C 5.88 7.1 m 


N—Negotiated. C—Competitive. *Sinking fund. a—Reported that the issue was well received. b—Re- 
ported that the issue was fairly well received. d—Reported that the issue sold slowly. h—Offered to stock- 
holders on a 1-for-7 basis. i—Offered to stockholders on a 1-for-20 basis; 89 per cent subscribed. k—Of- 


fered on a 1-for-5 basis with oversubscription, etc. 
Source, Irving Trust Company. 


m—Not company financing. 
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Gas Light & Coke Company is losing its 
chairman, Mr. James Oates, Jr., to the 
Equitable Life Assurance Society of New 
York. . . . this case is a definite illustration 
of the fact that there is competition for 
executive talent at all levels.” 


NX the annual meeting of another large 
utility company, stockholders were 
quite interested to learn that the company 
had issued options to some of the officers, 
but the president was able to disarm any 
suspicion by explaining the character of 
the options and their value as a supple- 
mentary form of compensation. (Pre- 
sumably options were a consideration in 
his own decision to accept his present post, 
resigning the presidency of another utility 
company.) He mentioned that all his se- 
curity investments are entirely in the com- 
pany, which pleased stockholders. 

Getting back to the Commonwealth Edi- 
son meeting, Mr. Gale mentioned an 
anonymous stockholder who in the past 
had written each year “accusing us of 
stealing the difference between our per 
share earnings and our dividend.” They 
did not hear from this man in 1957 but a 
more friendly stockholder (also anony- 
mous) wrote in to inquire why the divi- 
dend was only $2 when $2.62 was earned. 
Mr. Gale told the meeting : 


I am sure that the great majority of 
stockholders are aware of the fact that 
it is not customary for companies to pay 
out all of their earnings in dividends. In 
most years, it is a practice to retain 
something for the “rainy day” and ap- 
ply the money thus made available to- 
ward the cost of the company’s expan- 
sion program. This tends over the years 
to build up the stockholders’ equity and 
should result in the long run in a grad- 
ual increase in the earning power of the 
company’s stock. 

Utility companies as a rule pay out a 
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higher percentage of earnings than in- 
dustrial companies. I think the reason 
for this is that the earnings of utility 
companies fluctuate less than those of 
industrial companies. Also, it is a prac- 
tice of utilities to finance a higher per- 
centage of their expansion programs 
through the sale of new securities. In- 
dustrial companies, on the other hand, 
tend to finance a greater share of their 
expansion through retained earnings. 

It is a fair statement, I believe, that 
a typical industrial company pays out 
about one-half of its earnings in divi- 
dends. The typical utility company pays 
out about three-quarters. Our pay-out 
has been about three-quarters in recent 
years. In other words, we have con- 
formed rather closely to the general 
utility pattern. 


M* GALE said that from time to time 
stockholders had indicated some 
concern over the company’s huge expan- 
sion program. During 1946-56, the com- 
pany spent over a billion dollars for elec- 
trical facilities, and expenditures for the 
four years 1957 through 1960 are budget- 
ed at $650 million. He remarked : 


We believe basically that we are 
fortunate to serve such a dynamic area 
and that, in the long run, our expansion 
program will prove to have been in the 
best interests of our stockholders. 

Incidentally, I should like to point out 
that, in my opinion, few people realize 
the tremendous contribution which 
Commonwealth Edison has made to the 
postwar growth and development of the 
Chicago area. Perhaps this contribution 
would be better understood if I used 
just one example. One of the 1,200 new 
or branch plants built in Chicago and 
northern Illinois in the postwar period 
is the large stamping plant completed 
last year in Chicago Heights by the 
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Ford Motor Company. It now employs 
4,000 people. Its power demand is near- 
ly 12,000 kilowatts. In order to serve 
this 12,000-kilowatt load, we must 
make available something on the order 
of $5 million of generating, transmis- 
sion, distribution, and other facilities. 
This estimate is based on our average 
investment of $419 per kilowatt of sys- 
tem load. It does not include additional 
facilities required because of the resi- 
dential and commercial expansion which 
results from a new 12,000-kilowatt in- 
dustrial load... . 
¥ 


NYSE Listing Saves Fees 


A sURVEY by the New York Stock Ex- 
change indicates that in 1956 com- 
panies listed on the Big Board paid less in 
commissions and fees to finance new stock 
issues than companies whose stocks were 
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unlisted. The survey was based on an 
analysis of financing by 53 Stock Ex- 
change companies and 51 not listed on the 
exchange. The companies with listed 
stocks paid $2.60 in underwriting fees per 
$100 of new capital as compared with 
$5.97 for the nonlisted companies. Forty- 
five firms or 85 per cent of the listed com- 
panies paid underwriters less than 4 per 
cent of the amount received for new is- 
sues, whereas only 11 of the nonlisted 
companies (22 per cent) enjoyed costs 
that low. 

In making its survey the Stock Ex- 
change studied the data carefully so as to 
eliminate factors that might distort the 
final results. Thus comparisons were made 
between the two types of companies in 
connection with the seasonal timing of of- 
fering, size of the company, type of indus- 
try, value of issue, rating, value of stock 
rights, and distribution of share owners. 


DATA ON ELECTRIC UTILITY STOCKS 
Aver. 

Incr. Approx. 

Annual 6/26/57 Divi- Recent In Sh. Price- Div. Common 
Rev. Price dend Approx. Share % In- Earns. Earn. Pay- Stock 
(Mizil.) About Rate teld Earnings crease 1951-56 Ratio out Equity 

$268 S American G. & E. ....... 36 §=6$1.44m 4.0% $2.06Ma 3% 9% 17.5 70% 34% 
46 © Afizona Pub. Ser. ....... 25 LIZ 45 1.76Ma 25 13 14.0 63 31 
11 O Arkansas Mo. Power . 16 1.00c 6.3 1.00Ma 6 10 16.0 100 31 
32 S Atlantic City Elec. ....... 29 1.30 4.5 1.67My 10 10 17.4 78 33 
162 S Baltimore G. WE. 2.2... 34 1.80 5:3 2.45Ma 10 8 13.9 73 45 
7 O Bangor Hydro-Elec. ..... 31 1.90 6.1 2.69De 22 8 11.5 71 35 
5 © Black Hills P. & L. ...... 23 1.40 6.1 2.25Ap 1 1 10.2 62 27 
99 S Boston Edison ......6:0< 48 2.80 5.8 3.45De 2 13.9 81 50 
ai A Galt. Elec, Power ....... 14 76 5.4 .98Ma 5 16 143 78 36 
21 © Gat. Oreg., Power ....... 31 1.60 52 2.30De 9 5 13.5 70 33 
S(O Gant Pac. Wile occ sec 29 1.50 52 2.34Ma 5 6 12.4 64 25 
Os S Garoigia Po be saws 23 1.20 52 1.71My _— 2 13:5 70 42 
28 S Cent. Hudson G.& E..... 16 .80 5.0 1.08Ma 4 10 14.8 74 34 
2 (O° Cent TL B&G... ociss ccs 30 1.60 Ss 2.36Ma 7 11 12.7 68 33 
SoS Gent. Ul Light ....0..... 50 2.60 5.2 3.87My _— 8 12.9 67 42 
BY 6S. Gent Mh POS, nceccssees 28 1.60 5:7 2.33My D4 12 12.0 69 38 
13 O Cent. Louisiana Elec. ..... 36 1.60 44 1.94Ma 2 8 18.5 82 32 
35 O Cent. Maine Power ...... 21 1.40 6.7 1.76My 6 4 11.9 80 34 
128 S Cent. & South West ...... 39 1.60 4.1 rm 5 15 17.6 72 35 
12 O Cent. Vermont P. S....... 17 1.00 5.9 1.20Ap 1 1 14.2 83 31 
114 S Cincinnati G. & E. ....... 26 1.20£ 4.6 2.00Ma _— 7 13.0 60 43 
7 © Cttivens Ut. “B” onc. css 16 0a 5.6a 1.15Ma 7 10 13.9 78 42 
111 S Cleve. Elec. Illum. ........ 38 1.60 4.2 2.55Ma D4 8 14.9 63 49 
4 O Colo. Cent. Power ....... 27 1.20 44 1.82Ma 14 8 14.8 66 33 
48 S Columbus & S. 0. E...... 28 1.60 LW 2.30Ma 4 5 12.2 70 36 
360 S Commonwealth Ed. ...... 38 2.00 53 2.78Ma 4 8 13.7 72 47 
11 A Community Pub. Serv. .... 24 1.20 5.0 1.87Ma 10 15 12.8 64 52 
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Aver. 

Incr. - 
In Sh. Price- 
Earns. Earn. 

1951-56 Ratio 
1 


—- _ A 
(Continued) bout Rete 

Concord Elec. 44 2.40 
COON 6k a. Sa een 1.00 
Connecticut Power 2.25 
Consol. Edison 
Consumers Power 
oe a 2 Pee 
Delaware P. £1... ksssess 
Detroit Edison 
Duke Power 
Duquesne Light 
East. Util. Assoc. 
Edison Sault Elec. ....... 
2 Sl o [Ser 
Empire Dist. Elec. ....... 
Fitchburg G. & E. ........ 
Florida Power Corp. ..... 
Florida P. & L. 
General Pub. Util. ....... 
Green Mt. Power 
Gulf States Util. ........ 
EY icy O30 Cae 
Haverhill Elec. 
Hawaiian Elec. 
ouster LE. PP. ow. cass 
Housatonic P. S. ........ 
Idaho Power 
Illinois Power 
Indianapolis P. & L. ...... 
Interstate Power 
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Iowa Power & Lt. ........ 
Jowa Pub. Serv. ..:...... 
Iowa Southern Util. ...... 
Kansas (ity P&L... ..... 
LOST GAY a ere 
Memcas ie BAS son<sae 
Mentncky Util, ....... cs. 
Lake Superior D. P. ...... 
Lawrence Elec. 

bong Gsland (Ae. ...4.... 
Louisville G. & E. ........ 
fowell Blec. Tt. ok ic ce 
Lynn G. & E. 

Madison G, & E. ........ 
Maine Pub. Serv. ........ 
Michigan G. & E 

Middle South Util. ...... 
Minnesota P. & L. ....... 
Bucs, Valley POS.. oss. 
Missouri Pub, Serv. ..... 
Missouri Util. 

Montana Power 

New England Elec. ...... 
New England G. & E. .... 
New Orleans P. S. ...... 
NOWPOTE FAC. oo.0 oss0-s0 
IN, Y. State BiG, 20.0. 
Niagara Mohawk Pr. .... 
Northern Ind. P. S. ...... 
Nor. States Power 
Northwestern P. S. ...... 
Ohio Edison 

Oklahoma G. & E. ....... 
Cre ged 1 Ue 
cl ee CR de Oa ee 
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Aver. 

ner. 
6/26/57 Divi- Recent In Sh. Price- 
Price dend 


‘ ric Shere % In- Earns. Earn. 
(Continued) About Rate Earnings crease 1951-56 Ratio 
PPACUNG hs Oe ae, cee siec ales 1.60 


2.10De 17 
Penn Power & Lt. Z 
Phila, Elec. 
Portland Gen. Elec. ...... D3 
Potomac Elec, Pr. ....... 5 
Pub. Serv, of Colo. ...... 
Rab. Serv. B&G: ..csic 
Pub; Serv; Of Id. ...0.<.. 
Pub: Serv, of N, H. ...... 
Pub. Serv. of N. M. ...... 
Puget Sound P.& L...... 
Rochester G, & EB, .......; 
mocmiana 1b. & Py... .sc<s 
SG POSED 1s. EP. osc ese 
San Diego G. & BE, ........ 
DAVANNAN es, 6.65 ice eo0 sie 
Sierra Pacine Pr. ...c.sss 
So. Calif. Edison 
So. Carolina E. & G. ..... 
Southern Colo. Pr. ....... 
Southern Co, 
So; Indiana G. & E. ...... 
So. Nevada Power 
Southern Utah Power .... 
Southwestern E, S. ...... 
Southwestern P. S. ...... 
Garapa IBNEG. 64.66.00 cow en: 
Texas Utilities 
Toledo Edison 
TucsonG, B. Lee Poss 
Union Elec. of Mo. ...... 
United Illuminating 
Upper Peninsula Pr. ..... 
ian Power & Et o....6. 
Warren. CFP) css coe cs 
Wash. Water Power 
West Penn Elec. 
West Penn Power 
Western Lt. & Tel. ...... 
Western Mass Cos. ...... 
Wise, BL Pr: (Gons:)) .... 
Wasconsity BoiGe Toe. .cc50 s 
Wisconsitr PB). S: .020.%%. 
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1.64My 
1.71Ap 
1.67My 
2.43Ap 
1.02Ma 
2.11Ma 
1.70De 
1.61De 
2.00Ma 
1.74Ap 
1.44Ma 
2.37 My 
2.07Ma 
3.12Ma 
2.98Ma 
3.13My 
2.41Ma 
1.94Ma 
1.83Ma 
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Averages 


Foreign Companies 

Amer. & Foreign Pr. ..... 16 $1.00 

Braziltat’ CTAG,, .:ssa0csesse p Voi aap : 

British Columbia Pr. ..... 1.20 ; 2.34De 2 
Gatineau Power 1.40 ; 2.28De 1 
Mexican 03. Ps x.cice cess — 1.67De 

Quebec Power 0 1.20 i 1.99De 15.1 
Shawinigan Wtr. & Pr. ... 1.80 : 4.25De 22.6 


A—American Stock Exchange. B—Boston Exchange. O—Over-coynter or out-of-town exchange. S— 
New York Stock Exchange. Ja—January; F—February; Ma—March; Ap—April; My—May; Je—June; 
Jy—July; Au—August; Se—September; Oc—October; N—November; De—December. *Based on aver- 
age number of shares. **Calendar year 1955. a—Estimated annual rate. The “A” stock received stock divi- 
dends. b—Also 3 per cent stock dividend December 31, 1956, which is included in the yield. c—Also 2 per 
cent stock dividend January 10, 1956. f—Also 5 per cent stock dividend August 15, 1956, g—Cash dividends 
of $2.50 in 1956 included 30 cents extra; 10 per cent stock dividend also paid April 30, 1956. h—Also stock 
dividend of one share for each 200 shares held September 12, 1956. i—Also 10 per cent stock dividend 
November 16, 1956. j—Also 10 per cent stock dividend August 31, 1956, k—Also 5 per cent stock divi- 
dend December 17, 1956. m—Also 2 per cent stock dividend January 10, 1956; 3-for-2 split June 15, 1956. 
n—Also 5 per cent stock dividend December 28, 1956. 
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What Others Think 


Effect of Current Money Conditions on Utilities 


a. impact of present large demands 
for new money has a particular sig- 
nificance for utilities since it has been esti- 
mated that currently around 60 per cent 
of the gas and electric industry require- 
ments will have to be raised through the 
sale of new securities. “Due to the fact 
that utilities are strictly regulated as to 
how much they can earn, a much smaller 
portion of earnings can be retained in the 
business as compared with successful and 
fast-growing industrial concerns. Further- 
more, the gas and electric industry re- 
quirements represent only about one-fifth 
of the total amount of new-money needs 
projected for 1957 by all industries and 
are indicative of the highly competitive 
situation facing the utilities in the money 
market.” 

With this introduction, Richard N. 
Benjamin, president of Stone & Webster 
Service Corporation, launched into a 
thoughtful analysis of the money situation 
facing utilities in a recent address before 
the Indiana Gas Association at French 
Lick, Indiana. 

In order to evaluate the effect of heavy 
competition for funds in the current 
money market, Benjamin began by re- 
viewing certain historical background data 
as a means of throwing light on the per- 
spective for the future. Referring to charts 
prepared for this purpose, Benjamin noted 
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that from 1900 up to approximately 1920, 
there was a long-term upward trend of 
yields on high-grade railroad bonds which 
carried them from just above a 3 per cent 
level to over 5 per cent. In 1920 high- 
grade utility bond yields were even higher 
at about 63 per cent, having less invest- 
ment recognition at that time. Following 
the 1920 peak, rates went into a prolonged 
decline which extended to 1946, inter- 
rupted temporarily in the late 1920's and 
early 1930’s. “During the 1940's, particu- 
larly,” said Benjamin, “we became used to 
a relatively low level of interest rates 
(2.60 per cent) and began to think of it 
as a normal situation. Since 1950 there 
has been a gradual upward trend with a 
moderate correction in 1952 and the ris- 
ing yields which we experienced in 1956 
appeared to be a continuation of this broad 
trend.” 


=” reviewing interest rates during this 
past year, Benjamin stressed particu- 
larly the pattern which took place in 1953. 
There had been a gradually rising pattern 
of yields since 1950 with some stabiliza- 
tion in 1952, but in the first quarter of 
1953 it was apparent that a substantial 
change in monetary policy and in interest 
levels was in the making, he explained. 
Interest rates continued to rise until mid- 
summer 1953, after which there was a 
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lowering of yields, followed by some level- 
ing off. It was not until 1956 that interest 
rates began to show a sharp and rapidly 
rising level which was almost uninter- 
rupted till late January, 1957. The March, 
1953, rise ended in six months after in- 
creasing from a 3.20 per cent basis to 3.70 
per cent for seasoned A bonds compared 
with an increase from a 3.30 per cent basis 
in March of 1956 to 4 per cent in Febru- 
ary, 1957, a period of ten months. “We 
might conclude that the longer duration 
of the upward trend in yield was of more 
importance as an indication of the severity 
of the current upswing in money costs 
than the actual percentage increase,” Ben- 
jamin commented. High-grade public util- 
ity preferreds also reached a high point in 
the middle of 1953 when the yield ap- 
proximated 44 per cent. This compares 
with a current yield of approximately the 
same. 


— yardstick which is fundamen- 


tal in the money market picture, said 
Benjamin, is the Federal Reserve redis- 
count rate pattern and the prices at which 
three-month Treasury bills have been sold. 
The rediscount rate is the rate charged by 
the Federal Reserve to member banks 
when they borrow money from the Fed- 
eral Reserve. Short-term Treasury bills 
are short-term obligations sold at frequent 
intervals to the public and in which there 
is an active market. Benjamin noted that 
the rediscount rate stayed between 1 and 
2 per cent until 1953 when it leveled out at 
2 per cent, dropped moderately during 
1954, and has continued since that time 
on a rather sharp increase to 3 per cent. 
It is not surprising, therefore, he said, 
that three months’ Treasury bills followed 
a similar pattern and are now quoted at 
approximately 3.03 per cent. The bank 
prime interest rate for loans of usually 
less than one year charged by commercial 


banks to the best industry credits reflected 
a somewhat similar pattern, starting at 
14 per cent in 1946 and reaching a high 
of 4 per cent at the present time. 

Just how much of a change actually 
took place in long-term interest rates dur- 
ing the last year? From February, 1956, 
to January, 1957, Benjamin explained, A 
bond new issue yields went from 3.20 per 
cent to 4.67 per cent (+1.47 per cent) 
and AA bonds from 3.15 per cent to 4.50 
per cent (+1.35 per cent). As an illustra- 
tion, Benjamin cited the example of Pa- 
cific Gas and Electric Company, which 
sold 30-year AA bonds at the end of 
March, 1956, on a 3.32 per cent yield to 
the public and at about the end of Janu- 
ary, 1957, sold bonds on a 4.50 per cent 
basis to the public, which would indicate 
an increase in yield in approximately a 
year of about 14 per cent. However, he 
added, since the turn of the year when 
Louisiana Power & Light A bonds sold at 
4.67 per cent to the public there has been 
a definite trend towards lower interest 
rates with some recent indications of a 
moderate upswing. On March 6th the Co- 
lumbus & Southern Ohio Electric Com- 
pany sold A bonds at 4.33 per cent to the 
public and on April 9th and 11th the Cali- 
fornia Electric Power Company and the 
Mississippi Power Company sold A bonds 
on a 4.60 per cent and 4.50 per cent basis, 
respectively. 


o bnn pattern for new offerings of pre- 
ferred stocks during 1956 showed 
that good grade preferreds were selling at 
about 44 per cent at the beginning of the 
year and were pretty close to 5 per cent 
at the end of 1956, Benjamin said. A high 
point of 6 per cent for a preferred offering 
was reached by a BAA company in Janu- 
ary, 1957 (cost to company was 6.16 per 
cent), and it is currently selling on a 5.9 
per cent basis. Only moderate improvement 
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has been shown so far in 1957, although the 
preferreds marketed have been very few 
and of a mixed credit so that a true judg- 
ment on trend is hard to make. One thing 
that does stand out is the fact that the very 
scarcity of preferred offerings itself is in- 
dicative of the fact that the preferred mar- 
ket is far from settled, particularly for the 
lower-grade companies. Benjamin con- 
tinued : 


The higher level of money rates in 
1956 and 1957 is considerably accentu- 
ated when the financing of the smaller 
and less-well-known credits are re- 
viewed. We know of many recent cases 
where smaller companies or companies 
with lower credit ratings have sold pri- 
vately first mortgage bonds at a rate 
substantially in excess of 5 per cent, and 
are told by investment bankers that if 
they are able to sell a preferred stock 
the rate would have to be better than 
6 per cent. The smaller offerings by 
these lower credit grade companies do 
not lend themselves necessarily to public 
sale because of the high relative ex- 
penses of registration. Therefore, the 
usual method is the private placement 
route, and under present market condi- 
tions there may have to be considerable 
shopping around amongst institutional 
buyers before a sale can be completed. 


eo of the most interesting features in 
the money market, according to Ben- 
jamin, is the yield relationship between 
bonds and common stocks. During the 
1930’s bond and common stock yields 
were somewhat comparable with over-all 
yields at relatively low levels. Not until 
about 1935-42 did common stock yields 
move rapidly away from bonds and in 
1942 utility commons were on about a 
9.8 per cent yield basis as against 3.15 per 
cent for corporate bonds. It was not until 
approximately 1948 that again there was 


JULY 18, 1957 


a substantial differential between common 
and bond yields, with bonds yielding 
around 3 per cent and utility commons 
just under 6 per cent. From that time on 
the gap between the greatest risk security 
and the lowest risk security gradually be- 
gan to close until at the present time they 
are about one per cent apart in the case 
of new issues of utilities. These figures re- 
fer to an average of AAA to BAA com- 
panies. Yields are much closer in the case 
of companies at the lower end of the credit 
scale, Benjamin said. “Undoubtedly this 
may cause some switching and perhaps 
put considerable pressure on common 
stocks. Following the country’s rapid 
growth and prosperity, we have been in a 
long upward movement in common stock 
prices. Historically, when credit tightens 
as it has, a chain reaction is set off when 
higher bond yields soon are reflected in 
higher preferred stock costs and eventu- 
ally common stock prices are affected.” 


: ims probability is that the over-all sup- 
ply of funds will be sufficient to meet 
the needs of industry during the next sev- 
eral years, Benjamin predicted, although a 
change in the nature of the supply may be 
significant. The volume of funds made 
available by the life insurance industry to 
corporations and the mortgage market will 
probably be somewhat less than that of the 
past five years, since sales of governments 
under the prevailing conditions would en- 
tail substantial losses, which some com- 
panies are unwilling to take. But the use 
of the forward commitment by the larger 
life insurance companies, wherein the 
lender agrees to make available to the bor- 
rower and the borrower agrees to take 
certain amounts of money at a specified 
time in the future, has earmarked to a 
considerable extent the availability of 
funds for the near future. Benjamin con- 
tinued : 
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The new look in the money market 
consists of increased purchases by pen- 
sion and state funds, small insurance 
companies, savings banks, and in some 
cases commercial banks. Pension and 
state funds have money available be- 
cause they do not generally invest in 
real estate mortgages and also because 
they are not as important a factor in 
direct placements. Small insurance com- 
panies have funds since they are usually 
unwilling to loan funds for mortgages 
at as low rates as some larger com- 
panies. Also, generally they do not ac- 
tively participate in direct placements. 
Savings banks continue to show in- 
creasing deposits and they are becoming 
a greater factor in the new-money mar- 
ket. By and large it appears that these 
institutions will create more demand for 
the legal high-grade senior debt securi- 
ties and less demand for legal high- 
grade preferreds. 


 pontrsen demand for utility common 
stocks is still high because of broad 
market interest and assumed protection 
against severe fluctuations, Benjamin 
said. The stability of the industry’s securi- 
ties is a most important consideration. 
However, Benjamin thinks there may be 
considerable pressure brought to bear in 
the future on this particular type of se- 
curity. As previously pointed out, as bond 
yields approach common stock yields, 
there may be switching from a greater 
risk security into a lesser risk. Higher 
money costs will reduce leverage and cause 
a slowdown in earnings even if regulatory 
commissions give prompt recognition. 
New money will not return as much as 
money already invested because of higher 
costs of installation and less favorable 
financing. In many cases, since the pre- 
ferred stock market either is nonexistent 
or requires abnormally high rates, utilities 


will be forced to sell common stock in 
lieu of preferred and dilute earnings even 
more. 

Not only higher rates are involved in 
the present buyers’ market, but more se- 
vere terms and restrictions are being de- 
manded by institutions, Benjamin pointed 
out. Higher call premiums and noncallable 
provisions are now far from being un- 
usual. Debt limitations and heavier sink- 
ing funds are often necessary to market a 
particular security. Of prime importance, 
he said, is the closer look purchasers are 
taking when reviewing a company’s future 
earnings prospects and credit. They are in 
a position to be extremely selective and, 
as a result, greater risks feel the pinch by 
being forced to accept considerably higher 
money costs than previously demanded, 
together with restrictions that may prove 
to be unduly burdensome. 


W YHAT are managements faced with, 


then, in raising funds for expan- 

sion? Said Benjamin: 

The larger and stronger companies 
can pretty well follow their usual pat- 
tern of 45 per cent to 55 per cent first 
mortgage bonds, 5 per cent to 10 per 
cent debentures, 10 per cent to 15 per 
cent preferred stock, and the balance in 
common stock, using bank loans for 
short-term requirements. They will pay 
higher rates and encounter stiffer terms, 
but, except for that, they should be able 
to finance. The smaller and weaker 
companies will find that the demand for 
their preferreds has lessened materially 
and in many cases has disappeared for 
the time being. They therefore will find 
not only do they have to pay higher 
rates for debt money and accept harsher 
terms, but also that their financing will 
be limited to debt and common or se- 
curities convertible into common. This 
means that they must dilute their com- 
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“A LOOK OUT THE WINDOW, GENTLEMEN, SHOWS HOW SUCCESSFULLY 
WE'VE CONQUERED AIR POLLUTION!” 


mon at the same time as they are in- 
creasing their senior charges. Under 
these circumstances the tendency may 
well be to reduce construction, which is 
difficult to do in a growing utility situa- 
tion. 


a important point as far as utilities 
are concerned is the effect higher 
money costs will have on the rate of re- 
turn, said Benjamin. “In recent years,” he 
said, “the public and the industry have 
largely been led to believe that there is 
something magic about a 6 per cent re- 
turn, and many commissions have used 
this as a yardstick upon which to base 
rates. The question here is whether such 
a return will be allowed to be increased 
when there is a severe upward revision 
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in money rates. As a matter of interest, 
the well-known auditing firm of Arthur 
Andersen & Co., in a study of average rate 
of return permitted by state commissions 
from 1919 to 1954, indicates that the ex- 
cess of return over Moody’s average bond 
yields averaged about 2.17 per cent for 
the entire period. Up to 1930, the average 
rate of return was, in general, in excess 
of 74 per cent and not until the 1930’s and 
thereafter did it drop to something in the 
neighborhood of about 6 per cent or 
slightly lower. The average for the entire 
period was approximately 64 per cent. It 
is pointed out by the Andersen study that 
the rates of return through 1939 or 1940 
were related to fair value, or a value some- 
where between net book cost of a com- 
pany’s facilities and net reproduction 
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value. If these returns had been related to 
original cost during the periods prior to 
1939, they would have been materially 
higher and a wider spread between interest 
rates and return would have prevailed.” 


HERE is reason for concern, Benja- 

min said, over the credit standing of 
the industry if pressure on common 
stocks, due to reduced leverage, leads com- 
panies to weaken their capital structures 
by resorting to heavy increments of debt 
in order to finance construction. Benjamin 
said this basic building block of credit is 
in danger because of the reduction in le- 
verage which is now taking place and 
which clouds the future. He explained: 


. . . From the common stockholders’ 
viewpoint it is the future that counts. 
Unless a company can earn a return on 
capital additions definitely higher than 
the interest and dividend rates on new 
senior funds, there is little inducement 
for the equity investor to assume re- 
sponsibility of capital management or 
the risks inherent in his junior position. 
This would apply in particular force to 
rapidly expanding companies. If an ade- 
quate margin of equity earnings is not 
maintained there will develop a real 
question of whether the present level of 
common stock prices will and should 
justifiably continue. Replacing worn- 
out property at present-day prices re- 
quires raising fresh high-cost capital 
with no increase in earnings, unless de- 
veloped by company growth or allowed 
in rate proceedings. Herein lies the 
danger, since such a situation could 
logically result in a deteriorating com- 
mon market that would keep companies 
from following conservative financing 
patterns. Again we would like to em- 
phasize that there would be very little 
incentive for an investor to buy a com- 
mon stock in a company that was show- 


ing only a static trend in earnings under 
its existing regulation. Why should he 
put money in what amounts to a fixed 
income situation when he normally 
could expect to have better appreciation 
in commons of sound industrial con- 
cerns or in utilities where there is 
growth and where the regulatory at- 
mosphere is favorable. The investor has 
a wide range of choices and unduly re- 
stricted earnings in the utility industry 
may jeopardize in varying degrees the 
price at which companies can obtain 
new equity money. 


_ are encouraging signs that the 
higher costs of money are being rec- 
ognized by both the Federal Power Com- 
mission and certain state commissions, 
Benjamin continued, pointing to recent 
state and federal regulatory rulings. 

The Wall Street Journal, he noted, re- 
cently reported that a survey of well over 
half of the nation’s public service commis- 
sions indicates that public service commis- 
sions are certainly well aware of the fact 
that it will be necessary, in general, to 
allow a higher rate of return to compen- 
sate for increased costs of money. 

Furthermore, in a study made some 
time ago it was indicated that out of the 
42 states and the District of Columbia 
having active commission regulation of 
utilities, 17 jurisdictions had regulatory 
statutes which required the determination 
of fair value or reasonable value for rate- 
making purposes. 

Today, said Benjamin, the utilities in 
the state of Indiana are operating 
under such a statute and the neighboring 
states of -Illinois, Michigan, Ohio, and 
Kentucky reco;,.:ize the importance of giv- 
ing weight to fair value. Benjamin com- 
mented that 


Perhaps this is one of the basic rea- 
sons that the utilities in these states 
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have shown and are estimated by FPC 
to show some of the best growth poten- 
tial in the United States. As a matter 
of interest the Federal Power Commis- 
sion has estimated that the electric 
load growth in Indiana for the next ten 
years will be the greatest in its particu- 
lar area grouping which includes the 
states of Michigan, Ohio, and West 
Virginia. Undoubtedly, the regulatory 
atmosphere in which these utilities exist 
has helped make it possible for them to 
attract the large amounts of capital 
needed in competition with others for 
the purpose of meeting the demands of 
the areas served. Without reasonable 
treatment from the state utility commis- 
sions it is questionable whether the 
utilities concerned could have withstood 
the impact of such a large expansion 
program without deterioration in credit. 
It is a tribute to both the commissions 
and the utilities that they have been 
able to work together so that the com- 
panies have come out of a period of 
great expansion with excellent credit. 


oe recommended that compa- 
nies seek a closer and continuing re- 
lationship with the commissions and staffs 
themselves so that all concerned are kept 
up to date on current and pending mat- 
ters. “Only by doing this can the benefits 
of mutual and thorough understanding of 
common problems be achieved,” he said. 
“Too often in the past, some companies 
and the commissions were completely apart 
and much misunderstanding resulted. Since 
companies and commissions by nature are 
concerned with consumer opinion, good 
public relations are vital. In addition to 
maintaining high standards of service, the 
company must also keep the public fully 
informed on its plans and problems. An 
effective information campaign is most 
helpful at the time when a rate increase 
is needed because an informed public will 


JULY 18, 1957 


usually not oppose a realistic approach to 
the request for higher rates.” 


genase relief, of course, is not the 
sole answer to the utility industry’s 
problems, Benjamin pointed out. In all 
cases the companies must seek to maintain 
the most efficient methods of operation 
and utilize as fully as possible new devel- 
opments in the industry itself. Some of 
the areas to be watched, he said, are the 
following : 


1. In the case of gas companies, for 
instance, full utilization of peak shaving 
to reduce demand charges should be 
carefully worked out. This goes hand 
in hand with the possibility of develop- 
ing storage facilities which are geologi- 
cally possible in certain areas in Indi- 
ana. For example, the Atlanta Gas 
Light Company has recently completed 
a new type of storage plant. It stores 
propane under refrigeration with very 
substantial savings in capital outlay. 

2. Complete review of office and 
clerical operations result in substantial 
savings through the eliminations of 
duplication of records and effort which 
exist in most organizations. In addition, 
the applications of modern machines to 
meet individual company requirements 
have now been developed to a point 
whereby the use of such equipment has 
many advantages, particularly when a 
company is expanding rapidly and is 
continually faced with the problem of 
securing qualified personnel. At the 
same time it helps to solve the problem 
of shortage of office personnel in the 
face of greater requirements brought 
about by company growth and develop- 
ment. 

3. The use of accelerated deprecia- 
tion definitely would postpone the rais- 
ing of substantial amounts of cash 
which is important at a time of high 
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money costs. A very simple example 
of the cash savings from accelerated 
depreciation may serve to effectively 
illustrate this point. If a company is 
spending $10 million a year on new 
construction with a 30-year life, the 
cash deferment in ten years would total 
about $5.7 million. 

4. Merchandizing activities by the 
company, retail stores, or both should 
be co-ordinated so that maximum load- 
building potential will result. A close 
review of sales policies and personnel is 
essential to a successful program. Ad- 
vertising and credit elements must be 
reviewed in the light of modern prac- 
tice and tailor-made to an individual 
territory. 

5. In the case of electric companies 
new procedures are being developed re- 
sulting in substantial economies, with 
respect to the sampling of meters on a 
scientific basis in place of 100 per cent 
of the meters being tested at regular 
intervals, which greatly reduces the 
number of meters checked annually. 
Where a meter-testing program based 
on an eight-year cycle was formerly 
considered necessary, it can be extended 
on a scientific sampling basis so that 
only about 5 per cent of the meters in 
service need be tested each year or in 
effect on a 20-year schedule. Two state 
commissions have approved such a pro- 
cedure. 

6. The pooling of electric-generating 
facilities with other companies has 
proved beneficial and economical in 
many cases because of lower over-all 
costs and higher debt capitalization 
limits. 

7. We consider forward planning 
essential. We put a great deal of weight 
on long-range forecasts which show in 
a relatively simple form what the com- 
pany estimates its future to be. Such 


forecasts should be reviewed continu- 
ally and at least once a year at the time 
the company’s budget is prepared. From 
an operating standpoint they are indis- 
pensable because the company’s officers 
are able to check in advance any weak 
spots that may show up. The timing of 
financing in order to maintain a sound 
balance between debt and equity is one 
more important reason for setting up 
such forecasts. We believe that utility 
financing cannot be done primarily on a 
year-to-year basis but must take into 
consideration estimated future require- 
ments for the purpose of maintaining 
an orderly program of security offer- 
ings and allow for flexibility of financ- 
ing in a time of rapidly fluctuating 
money market conditions. 


HE utility industry is one of the most 

dynamic in this country, Benjamin 
said in conclusion. It represents a check 
on inflationary forces because it is a prime 
factor in increased productivity. The very 
products being sold are necessities and 
constitute a base for the economic de- 
velopment and welfare of our country. In 
other words, he said, as our standard of 
living and industrial development improve 
and broaden, “the problem seems to be 
the ability of the gas and electric utilities 
to provide sufficient services to meet the 
requirements. We believe that they can 
and that they will. However, planning for 
utility expansion must also give weight 
and thought to the basic return for inves- 
tors since utilities are competing with the 
government, industry, and individuals for 
ever-increasing amounts of funds.” 


Many utility securities represent excel- 
lent values, he said, both from the stand- 
point of attractive yield and market appre- 
ciation, as may be seen from the wide use 
and acceptance of utility securities in al- 
most every major portfolto. The informed 
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investor has confidence in the industry and 
recognizes its potential. Benjamin believes 


that such confidence is well merited and 
will be rewarded with substantial gains. 





Public Relations Only Answer to No. 1 Problem 


- may come as a surprise to a num- 
ber of utility executives, but there 
are quite a few people in America who 
think electricity, gas, and water should be 
free. Also some say: “How come I never 
get electricity paid for? Every month 
comes a bill. I am getting tired of it. I 
do not like the outfit that does this to me.” 

How stupid can people be, you may ask. 

Very. And unreasonable too. 

People are the cause of all of our 
troubles. If it were not for people we 
would not have any problems. Not much 
fun either, of course. © 

But people are also customers of elec- 
tric companies. In fact people are the only 
customers anyone has. Horses, fish, and 
flies do not buy stuff. 

Another sobering thought is that elec- 
tric companies remain in business by the 
vote of these people. The most serious 
problem that electric companies face today 
is competition from government. And 
government is people. So our No. 1 
problem is people, not engineering, ac- 
counting, or sales, vital as these may be. 
How electric companies get along with 
people and what the people choose to do 
about them is a matter largely of public 
relations. 

Public relations costs are like doctors’ 
bills, one public relations “expert” ex- 
plained in a recent article addressed to 
business management. If business has a 
high temperature and a runny nose it is 
time to pump some public relations dollars 
and time into the veins, according to this 
analysis. When the patient is kicking high 
and cheeks are rosy, you pull in public 
relations effort. Unfortunately many busi- 
nesses seem to follow that kind of ill ad- 
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vice. As a result most so-called public 
relations programs are anemic and ineffec- 
tive. 


_ should engineering, accounting, 
or sales cost? They should cost 
whatever it takes to get the job done. And 
so with public relations. It is entirely 
likely that the heaviest public relations ef- 
fort should be made when business is at 
its best. When problems seem to be the 
least pressing. 

Many business executives today seem to 
think of public relations as newspapers, 
radio and TV publicity, company motion 
pictures, printed pamphlets and booklets, 
speeches, and press conferences. Unfortu- 
nately quite a number of firms whose busi- 
ness is public relations work under the 
same impression. Public relations may in- 
clude some or all of these efforts, but they 
are far from the most important ingredi- 
ent in a sound public relations approach. 

A well-written story about the company 
granting a scholarship to Siwash College, 
appearing on page one next to a picture 
of the executive vice president handing 
Sycamore Jones the check is a part of good 
public relations. But at that very moment 
some clerk at the meter application desk 
may be telling a customer “you'll have to 
pay this deposit or we won’t give you 
service.” 

Clippings of the newspaper publicity on 
the scholarship will be pasted all over the 
place, and everyone will be pleased. The 
negligence of the clerk in dealing with cus- 
tomers, who are all people, will perhaps 
get no attention. In fact no one may know 
it is going on unless a public relations 
program gets down to dealing with the 
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public where the public is. Making certain 
all persons who contact the public regu- 
larly are properly trained and do their job 
properly, that is public relations. This may 
involve moving the vice president in 
charge of meter applications to some other 
job, or no job at all, if that is what it 
takes to give the people courteous, effi- 
cient attention. 


8 ge the ability of utilities to success- 
fully deal with people rests their fu- 
ture, in fact their life. These people act 
mostly emotionally and not rationally. 
They include the kind that think electric 
companies manufacture nothing and there- 
fore get rich on something that should be 
free. 

Evidence established over the past 
seventy-five years proves that electric com- 
panies will not likely be stumped by any 
problems in engineering, accounting, or 
sales. But the time has long since passed 
when you can stay in business by success- 
fully meeting these issues only. 

The most serious problem facing the 
electric industry today is government en- 
croachment. Government is people. They 
will vote electric companies in or out of 
business because of failures in public rela- 
tions, not failures in engineering. Most 
people’s opinion about electric companies 
will not be changed with graphs and 
charts. Some babies need to be kissed. 

If this matter of developing the right 
attitudes among people is the most impor- 
tant problem facing electric utilities, and 
most will agree that it is, then why don’t 
these companies “get with it” ? Apparently 
it is because of lack of a proper under- 
standing of what public relations really is. 
Added to that is a lack of faith in public 
relations to get the job done. For this con- 
dition so-called public relations people 
themselves must take much of the blame. 
They have wanted to do it the easy way 


instead of what it takes, the more difficult 
and nonglamorous grass-roots attack. 


mm indication of the management’s 
evaluation of the importance of vari- 
ous company functions can be found in the 
records of promotion at the executive 


* level. Of 126 promotions to top electric 


company posts announced by a trade pub- 
lication over a period of several months, 
114 were in the field of engineering, 
finance, and law. This in spite of the fact 
that public relations is the industry’s No. 
1 problem and concern. 

There can no longer be any question 
about the fact that dealing with people has 
been developed into a rather exact science. 
Expertly applied it produces definite re- 
sults. But these results can be accom- 
plished only when it is attacked with the 
same level of prestige, time, and money as 
were those problems of accounting, sales, 
and engineering which have been mas- 
tered in the last seventy-five years. 

Public relations will not cure problems 
that arise with utilities or any other busi- 
ness unless it has had a part in the events 
out of which these problems grow. Public 
relations cannot prevent legislation from 
being passed or orders from being issued. 
Public relations can prevent the need for 
the legislation or the order, the same as 
planning and building ahead prevents the 
power shortage. 

The cost of public relations is nothing 
like the cost of doctor bills, unless the pa- 
tient goes to his doctor every year for a 
check up and to his dentist twice a year. 
So what does public relations cost? If 
done correctly it costs plenty—just as 
much as engineering, accounting, sales 
promotion, or legal services. If manage- 
ment needs to stop and ask about the cost, 
better forget it. What is the problem and 
how do we solve it must be the No. 1 
question. 
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When approached in that manner the 
problem will be solved, and the cost will 
probably be surprisingly low. Public rela- 


tions can do the job, but it is daily medi- 
cine, not a pill for emergencies. 
—SAM SCHWIEGER 





The Regulation of Natural Gas 


ee HERE appears to be no decisive rea- 
son why market competition can- 

not generally regulate the field price of 

natural gas in the public interest.” 

This is Dr. James W. McKie’s conclu- 
sion in a study entitled The Regulation of 
Natural Gas. The study, recently released 
by the American Enterprise Association, 
is particularly timely in view of the con- 
troversy surrounding proposed legislation 
to ease federal controls over natural gas 
producers. 

“As a rule we turn to direct regulation 
of price only in cases of ‘natural’ mo- 
nopoly in some essential industry,” the au- 
thor explains. Noting the “upwards of 
8,000 producers of natural gas in the 
United States,” Dr. McKie finds that “the 
structure of the industry, however, ex- 
hibits no high degree of concentration.” 

He states: 


Concentration is lower than in any 
other extractive industry except bitu- 
minous coal, and it is quite low by the 
standards of manufacturing industries. 
Over 300 manufacturing industries, ac- 
cording to Census count, exhibit higher 
concentration than natural gas. 


Since the Supreme Court ruling three 
years ago in the Phillips case, which sub- 
jected the price of natural gas in the field 
to federal regulation, public policy toward 
the natural gas industry has been in a 
state of suspense. 

The purpose of the study, Dr. McKie 
begins, is to “disentangle the economic 
principles from this conflict of interests, 
to determine whether an enlightened pub- 
lic policy can best serve society by regulat- 
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ing natural gas as a public utility or by 
leaving it to the forces of the open 
market.’ 

Dr. McKie notes all the various argu- 
ments made in support of direct regulation 
of natural gas producers. After a thor- 
ough analysis of the question he concludes 
that open market competition is the 
answer. 

“Public utility regulation always works 
imperfectly,” he proclaims. “It is wholly 
inappropriate for competitive industries,” 
and “the structure of natural gas produc- 
tion has become more competitive in re- 
cent years, not less.” 

“At present few pipelines are restricted 
to a single gas province, let alone a single 
field or single supplying company. Not 
only are they connected with alternative 
supply sources but they are interconnected 
with each other.” 

“Tf any gas producer should attempt to 
hold out for a higher price than the other 
producers, he will simply lose his market.” 


- ehmepig the author expresses doubt 
that a proper “rate base control” can 
be found. “It is fair to say,” according to 
Dr. McKie, “that no cost standard for 
pricing gas yet exists; that there are no 
workable public utility principles of cost 
and value which the regulatory authority 
could apply to the whole gas production 
industry.” 

In this connection, Professor McKie 
notes that “It is a well-known principle of 
economics that an attempt to increase, de- 
crease, or transfer income by changing the 
competitive price of a commodity results 
in market distortions, surpluses, or short- 
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ages. The experience with rent control and 
farm price supports is ample evidence.” 

An important feature of the natural gas- 
producing industry which clearly differen- 
tiates it from public utilities is the degree 
of risk involved. For ordinary public utili- 
ties risk is low and a fair rate of return 
can be computed. ‘““The risks in gas pro- 
duction and exploration on the other hand 
are enormous, and virtually immeasur- 
able.” Dr. McKie points out : 


The uncertainties of oil wildcatting 
are legendary. In 1955 the industry 
drilled 8,100 wildcat wells in the search 
for new oil and gas fields. Only 918 of 
these ventures discovered new reserves 
—a success ratio of about 11 per cent. 
Some of the new fields discovered were 
very rich in oil or gas, but others were 
so small that they could hardly repay 
the cost of developing them, and con- 
tributed nothing toward defraying the 
cost of the over-all exploratory pro- 
gram. 


io his study, Dr. McKie discusses the 
Supreme Court decision in Phillips Pe- 
troleum Co. v. Wisconsin ((1954) 347 
US 672, 3 PUR3d 129) which sub- 
jected the field price of natural gas to 
Federal Power Commission control, and 
the attempts in Congress, notably the Har- 
ris-Y'ulbright and Harris bills, to counter 
this decision. 

In his analysis of the 1957 Harris Bill, 


the author stresses that while it would 
exempt natural gas prices in the field from 
public utility type rate base regulation by 
the Federal Power Commission, it would 
not free them altogether from the commis- 
sion’s supervisory powers. 

He states: 


Because of the fact that the distribu- 
tion end of the gas industry is a public 
utility the standards of workable com- 
petition at the producing end must be 
strict. A proposal to exempt the field 
price completely from any kind of pub- 
lic supervision would probably be politi- 
cally unacceptable. 


If, however, “the Federal Power Com- 
mission retains supervisory powers [as it 
would under the Harris Bill] in a régime 
of market competition it can deal with spe- 
cial situations where monopolistic imper- 
fections are substantial.’ And, the author 
concludes, “If the commission can make 
the appropriate adjustments in special 
noncompetitive situations, there appears 
to be no decisive reason why market com- 
petition cannot generally regulate the field 
price of natural gas in the public interest.” 

Dr. McKie is a professor of economics 
and business administration at Vanderbilt 
University. Well-known as a scholar in 
the fields of industrial organization and 
public policy, business economics, trans- 
portation, and public utilities, he is co- 
author of the book Economics of Mobilt- 
zation and War. 





CC Apart from defense and survival, there is a changing public 
opinion toward the federal budget. 
“There is a growing awareness that the long-overdue tax cuts 
must be preceded by economy in federal spending. 
“The barrier lies in the mental attitude that any substantial 
pruning of expenditures entails possible gwing up federal func- 
tions. Rejection of unnecessary functions may indeed be progress.” 


—M. S. RuKEysER, 
Columnist. 
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Uulities Form Atomic 
Corporation 
hee of Southwest Atomic Ener- 

gy Associates, a corporation sponsored 
by 13 investor-owned electric companies, 
was announced late last month by Edgar 
H. Dixon. Mr. Dixon has been chairman 
of the Edison Electric Institute Commit- 
tee on Atomic Power for the past four 
years and is president of Middle South 
Utilities, Inc. The newly formed organ- 
ization will initiate a research and develop- 
ment program aimed at practical use of 
atomic energy as a supplemental fuel for 
the future electrical needs of Arkansas, 
Louisiana, Mississippi, Kansas, Missouri, 
and Oklahoma. 

The companies that have joined the 
new organization are among the principal 
suppliers of electric power in the several 
states in which they serve and include 
electric utilities which formed the South- 
west Power Pool during World War II. 

Objectives of the new nonprofit cor- 
poration, according to Mr. Dixon, are to 
undertake a program of research and de- 
velopment that will (1) contribute to the 
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The March of 
Events 


advancement of the technology of atomic 
power reactors or furnaces and (2) look 
toward ultimate construction and opera- 
tion of one or more large atomic power 
plants with electrical capacity of between 
200,000 kilowatts and 400,000 kilowatts 
each. 

The utility companies forming the new 
organization are: Arkansas-Missouri 
Power Company, Arkansas Power & 
Light Company, Central Louisiana Elec- 
tric Company, Inc., The Empire District 
Electric Company, Gulf States Utilities 
Company, Kansas Gas & Electric Com- 
pany, Louisiana Power & Light Company, 
Mississippi Power & Light Company, Mis- 
souri Public Service Company, New Or- 
leans Public Service Inc., Oklahoma Gas 
& Electric Company, Public Service 
Company of Oklahoma, and Southwest- 
ern Gas & Electric Company. These com- 
panies together serve a total of 2,225,000 
electric customers. 


Other companies that are considering 
joining the new organization are The 
Kansas Power & Light Company and 
Western Light & Telephone Company. 


Delaware 


Phone Rate Increase Sought 


AY application for increased telephone 
rates, to yield approximately $1,880,- 


JULY 18, 1957 


000 in additional annual gross revenue, 
was filed with the Delaware Public Serv- 
ice Commission last month by the Dia- 
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mond State Telephone Company. 


In its petition, the company said “the 
proposed increases are necessary to enable 
it to pay its operating expenses and taxes, 
to pay interest and dividends upon its out- 


standing obligations, and to obtain on 
reasonable terms the additional capital 
needed to finance the construction re- 
quired in Delaware during the immediate 
future.” 


Florida 


Governor Signs Utility Tax Bill 


Pipes Collins last month signed in- 
to Florida law a bill designed to per- 
mit the taxation of municipally owned 
utilities when they operate in competition 
with private companies. The governor said 
he decided to sign the bill although “the 
ultimate effect of this measure will have to 
be determined by the courts as applied to 
specific factual situations.” 

“Reasonably applied,” he said, “there 
seems to be substantial merit in this meas- 
ore,” 

The act leaves property of cities’ utili- 
ties used “exclusively for municipal pur- 
poses” exempt from ad valorem and per- 
sonal property taxes, but is designed to 
make them subject to taxing if they sell 
power outside their normal service area. 
Governor Collins said the drafters in- 
tended that the statute would subject to 
taxing the property of city utilities when 
they go outside their normal areas and sell 
power in competition with privately owned 
companies which are taxed. 

“Actually,” he added, “I feel that under 
the American system of free enterprise 
and our Constitution it is but fair and 
right that tax immunity should not go 
beyond normal and reasonable municipal 


” 


use. 


The cities of Jacksonville and Tallahas- 
see now own utility facilities outside the 
counties in which they are located. Or- 
lando has plans to build a power plant in 
an adjoining county. 


Closer Look at Utilities Planned 


Shen state railroad and public utilities 
commission was recently reported 
preparing to take a closer look at the rates 
of all utilities operating in Florida. Bol- 
ling C. Stanley, executive secretary of the 
commission, said the commission had 
hired two field auditors, effective July 1st, 
“who will be dropping in at utility offices 
from time to time to check their books.” 

Previously the commission based its 
rate checks on annual reports filed with 
the commission rather than on field audits. 
Mr. Stanley said the commission also in- 
tends to maintain closer checks on power, 
telephone, rail, and trucking companies. 

He asserted the commission “has no 
plans at the present time to order Florida 
Power Corporation to reduce its rates.” 
Florida Power Corporation’s stock 
dropped sharply recently when the state 
commission ordered Florida Power & 
Light Company to cut its rates by July 
15th. 


Pennsylvania 


Utility Relocation Bill Passed 


A BILL which opponents said would 
“raid the public till” to give public 


utility companies a “break” cleared the 
‘state legislature recently and was sent to 
Governor George M. Leader for action. 
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Under the measure, the State Motor 
License Fund would pay for the cost of 
moving utility property to make way for 
the construction of federal-aid highways. 

The vote in the state senate was 35 to 
11, crossing party lines. Senator Joseph 
J. Yosko, Bethlehem Democrat, led the 
fight against the bill. He said it was part 
of the Republicans’ legislative pattern to 
give everything to industry at the expense 
of the “little guy.” He added, “It gives 
the Democrats one of the most effective 
campaign issues they have had in a long, 
long time.” 

Senator Yosko served notice that he 
intended to ask the governor to veto the 
measure. 


Transit Line and City 
Sign Pact 


ne for Philadelphia Transpor- 


tation Company and the city of Phil- 
adelphia recently signed a new five-year 


operating agreement which bars the com- 
pany from paying dividends until 1958, 
and revokes a 30-cent dividend declared 
last August. 

The signing of the pact ended a dispute 
extending back for more than a year, over 
the renewal of a 50-year-old operating 
contract between the city and the transit 
firm. 

The so-called “1907 agreement,” un- 
der which the PTC operates certain 
city-owned subway and elevated railway 
facilities, expired on July Ist. 

The new agreement must be approved 
by PTC’s board, the Philadelphia city 
council, and the state public utility com- 
mission. 

Under terms of the agreement, PTC 
“agrees that it will not pay any dividends 
until December 31, 1957.” It also includes 
stipulations that dividend payments fol- 
lowing that date will not be made until the 
company has met financial and mainte- 
nance obligations. 


Washington 


Power Agency Chief Chosen 


N its organizational meeting in Olympia 
last month, the state power advisory 
committee elected Victor A. McMullen, 
Wenatchee fruit grower, chairman. The 
five-man group was created by the last 
legislature to advise the state director of 
conservation, Earl Coe, in connection with 
the new division of power resources to be 
established in Coe’s department. Coe asked 
the committee to help him set up the new 
power division on a basis to serve all 
facets of the power industry, both private 
and public. 

Dean Barline of Tacoma, representa- 
tive of municipal power, said “It may take 
a selling job to show that the new power 
division is in a position to work for the 
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utilities instead of just another agency to 
work in competition with them.” 

“For the first time we are going to have 
that kind of a deal,”’ Coe said. “Our goal 
is to have enough power for the state of 
Washington. We must not fall into the 
trap of being known as a public or a pri- 
vate power committee.” 

The representative for the public utility 
districts suggested that the new agency 
make an up-to-date survey of potential 
power sites as a starting point. 

George M. Brunzell of Spokane, pri- 
vate power representative on the advisory 
committee, proposed that power informa- 
tion available to various private and pub- 
lic utilities be sent to the new state agency 
where it could be co-ordinated for the 
benefit of the entire industry. 





Progress 


of 
Regulation 


Trends and Topics 


Discrimination against Customers 


Of Public Utility Companies 


; ee Supreme Court has not yet ruled on the question whether discrimina- 
tion against certain classes of citizens using public utility service violates 
constitutional rights, although it has interpreted laws which, for various rea- 
sons, permit concessions. It did, however, in deciding a controversy between 
the Western Union Telegraph Company and the Call Publishing Company 
back in 1901, state the principle that all individuals have equal rights, both 
in respect to service and charges (181 US 92). What about discrimination 
against the large group of citizens who buy electricity from power companies? 

The compromise reached by the Senate Public Works Committee on a bill 
to permit construction of a power project at Niagara Falls by the New York 
Power Authority provides for a preference clause. Rural co-operatives and 
municipal plants would be preference users. Their share of electricity pro- 
duced by the plant would be far in excess of their proportionate share of 
customers. 


Reasons for Preference 


The word discrimination, in the sense of illegal discrimination, usually 
means undue preference or undue prejudice. There is discrimination without 
good reason. There may, of course, be differences in types of service and in 
rates because of conditions which justify such differences. It costs less to 
supply service at wholesale than to supply service at retail. That may justify a 
difference in charges. Discrimination based on the legal status of the purchaser 
is something else. : 

Discrimination in favor of public bodies has not been approved by regulatory 
authorities except to the extent required by statute. In Massachusetts a statute 
permitting reduced telephone rates to the commonwealth or to any city or 
town, it was held, did not contemplate reduced rates to a county (60 PUR 
NS 52). 
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Concessions to Federal Government 


Lower rates for gas service to Army airfields were disapproved in Alabama 
(75 PUR NS 185). The California commission rejected a claim for a lower 
gas rate to military establishments than that established for other customers, 
on the ground that it would be unfair (82 PUR NS 473). The New Jersey 
commission refused to approve a lower gas rate for service supplied to a fort 
(75 PUR NS 183). A preferential telegraph rate for the government was 
deemed discriminatory and unwise from a practical standpoint in a North 
Carolina case (64 PUR NS 254). 

Discrimination in favor of the federal government has, however, been per- 
mitted under some laws, as in the case of railroad transportation of gasoline 
to an Air Force base in Louisiana (5 PUR3d 339). 

The principles involved in these decisions would seem to have application 
also to discrimination in rates and service to states and political subdivisions. 
The Massachusetts commission, in one case, said that a municipal government 
is to be considered strictly as a customer of an electric company, and the fact 
that taxpayers, upon whom the burden of municipal costs falls, are in large 
measure also individual customers of the utility does not permit the utility to 
furnish service to the municipality except at fair and reasonable rates (96 
PUR NS 77). 


Discrimination between Distributors 


The North Carolina supreme court decided that a hydroelectric company 
supplying current for resale must extend the same treatment to all persons and 
corporations (PUR1920D 560). A gas pipeline company was required in 
Oklahoma to extend service to a distributor on the same terms as it had con- 
tracted to sell to another distributing utility operating in the same territory 
(PUR1931B 116). The Federal Power Commission ruled that a pipeline 
company must not discriminate between gas distributing companies and that 
uniform rules should apply to all when there is a curtailment of service because 
of a lack of supply (73 PUR NS 371). 

The fact that a city resells to its inhabitants electricity purchased from an 
electric company, the California commission said, is not a sufficient reason 
why the citizens of that city should not bear their fair proportion of increased 
costs of production (PUR1919B 942). The same commission once stated that 
a practice of granting preference in electric rates to companies or cities reselling 
electricity is not justified and results in discrimination against the general 
public outside of municipalities favored (PUR1921D 65). More recently, it 
ruled that rates for natural gas service to a municipality for resale should not 
go below the level which would protect the utility’s other customers from pay- 
ing any of the costs properly assessable to the city service (82 PUR NS 473). 

Preferences in allocating power to municipal plants and co-operatives are 
actually preferences to their customers. Customers of public utility companies 
pay the full cost of service supplied to them but are not given the right to 
take an equal share of electricity produced by publicly owned hydroelectric 
plants. They carry the usual tax burdens carried by customers of municipal 
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plants and co-operatives ; and they also pay taxes which those customers escape, 
by paying rates to electric companies sufficient to cover company taxes. 


Separate Classification of Co-operatives 


Circumstances may justify different classifications of distributors, and utility 
companies have recognized this fact. Justification, however, is based on ap- 
proved regulatory principles, not the desire to favor public ownership. A 
public utility may, according to the Oklahoma commission, for the purpose 
of encouraging the development of rural electrification, establish a lower rate 
level with the approval of the regulatory body for service to rural co-operatives 
(57 PUR NS 159). 

A Pennsylvania court held that an electric company was not unlawfully dis- 
criminating against one engaged in the business of distributing electric cur- 
rent for light, heat, and power and granting an unreasonable preference to an 
electric co-operative by selling current to the latter at a lower rate, although 
the former bought more current each month, where the evidence showed a dif- 
ference in service conditions, points of delivery, and apparatus furnished (36 
PUR NS 111). The Virginia commission approved the practice of a power 
company in charging different rates to different classes of consumers and plac- 
ing co-operatives in a class by themselves (86 PUR NS 129). 

In Colorado it was ruled that a rural electric co-operative was not a depart- 
ment of government but an instrumentality of government and therefore the 
doctrine of “preferential rates to the government not being discriminatory to 
its competitors” did not apply (48 PUR NS 180). But a special classification 
of rural electric association projects by utilities selling current at wholesale 
was held to be justified on the grounds of ability of customers to pay, advan- 
tages to the public, and the right of utilities to meet, by low rates if necessary, 
the threat of new competitive generating plants. 


Legislative Approval of Preferences 


These references to some of the decisions on discrimination indicate views 
of regulatory authorities, but up to this time, apparently, no curbs have been 
placed upon legislative action. Whether preferences may be established without 
infringing upon constitutional rights is still undecided. The question whether 
preferences are right or wrong, fair or unfair, is discussed in Pustic UTILITIES 
FoRTNIGHTLY, September 13, 1956, at page 397. 





Review of Current Cases 


Rate Reduction and Use of Hypothetical Ratio Upheld 


HE Louisiana supreme court has re- PUR3d 328) which had set aside a com- 
versed the lower court judgment (15 mission order (14 PUR3d 146) substan- 
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tially reducing the Southern Bell Tele- 
phone & Telegraph Company’s rates. 
The commission had ordered the company 
to reduce the intrastate revenues by $3,- 
940,000. To effectuate the reduction, the 
commission had directed that public pay 
station rates be restored to 5 cents for 
local calls, and all intrastate toll rates be 
diminished by 20 per cent. 

The commission had found that the 
21.3 per cent debt ratio of Southern Bell, 
which is a wholly owned subsidiary, was 
uneconomical and imprudent. The capi- 
talization had been reconstructed, using a 
45 per cent debt ratio. 

Under this cost of capital approach, it 
was found that the company’s rates in 
Louisiana were excessive. The commis- 
sion had also announced its intention of 
applying the cost of capital method to all 
utilities within its jurisdiction so as to 
obviate a charge of discrimination. 


Commission’s Reasoning Not Fallacious 


The far-reaching implications of the 
commission order were summed up in the 
company’s brief. While the amount of the 
reduction was not serious to the over-all 
system—amounting to only a few cents 
per share on AT&T stock after tax sav- 
ings—nevertheless it was a blow, said the 
company. There was a possibility that 
some of the commission’s “fallacious” rea- 
soning might influence other regulatory 
bodies to take similar viewpoints, without 
checking the accuracy of the arguments 
advanced. 

The contention that the action of the 
commission is fallacious, answered the su- 
preme court of Louisiana, is fully an- 
swered by the holding in the Hope Natu- 
ral Gas Company case (1944) 51 PUR 
NS 193. It was held there that, under the 
statutory standard of “just and reason- 
able,” it is the result reached, not the 
method employed, which is controlling. 
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Cost of Capital Method 


With regard to the application of the 
“cost of capital’ method, the peculiar situ- 
ation of each utility, which is largely re- 
flected in its cost of capital, dictates the 
level of its earnings. There is no constitu- 
tional requirement that every regulated 
company be allowed the same rate of re- 
turn. Each company is allowed to meet its 
own legitimate cost of doing business, al- 
though the rate of return may vary. The 
relevant facts and circumstances are to be 
considered in order that each is given an 
equal footing in the competition for new 
capital. The record showed that the com- 
mission had considered the relevant facts 
and circumstances. 

The company had contended that in 
computing its earnings requirement, the 
commission had increased actual earnings 
by $596,000—a theoretical amount by 
which income taxes would be reduced— 
with a 45 per cent hypothetical debt ratio. 
Such fictitious increase in income and 
downward adjustment in income taxes 
was based upon the claim that the com- 
pany should be considered as having long- 
term debt in its capital structure (which 
it did not have) and as having paid in- 
terest upon that long-term debt (which it 
had not paid). The company further 
argued that the commission had invaded 
the reasonable range of discretion of its 
board of directors. Its officials had testi- 
fied, in substance, that the existing debt 
ratio of approximately 22 per cent was 
the result of prudent and sound policy. 

The court concluded that there were no 
circumstances which would authorize a 
finding that the commission’s action was 
arbitrary, capricious, and _ confiscatory. 
There is no prescribed formula for the 
fixing of ‘“‘reasonable and just rates.” The 
commission supported its capital structure 
determination by authority. It was not 
presently patent and obvious that the com- 
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pany would be unable to realize a fair and 
just return on its investment on the as- 
sumed capital structure. 

The commission had kept the door open 
for a revision of its order, after a trial 
and the hearing of evidence in the same 


proceeding in which the order involved 
was rendered. Moreover, the utility had 
been receiving short-term loans from its 
parent. Southern Bell Teleph. & Teleg. 
Co. v. Louisiana Pub. Service Commis- 
sion, 94 So2d 431. 


Authority of Federal Power Commission to Act upon Application 
For License Not Restricted by Treaty Reservation 


HE federal court of appeals set aside 

the order of the Federal Power Com- 
mission dismissing an application by the 
Power Authority of the State of New 
York for a license for a hydroelectric 
project to develop and utilize waters of 
the Niagara river, on the ground that a 
reservation by the United States Senate, 
in consenting to ratification of the 1950 
Treaty with Canada, was not a part of the 
treaty which would bar commission action 
under the Federal Power Act. 

The Senate had attached a reservation 
to the effect that no project for redevelop- 
ment of the United States’ share of waters 
should be undertaken until specifically au- 
thorized by an act of Congress. The For- 
eign Relations Committee of the Senate 
agreed that the question was domestic in 
nature and concerned the United States 
constitutional process alone. It recom- 
mended the reservation because without 
it “the redevelopment for power purposes 
would be governed by the Federal Power 
Act.” The committee intended by the 
reservation to retain that power in the 
hands of Congress. 


Decision by Federal Power Commission 


The Federal Power Commission, in 
denying the application, said that it could 
not determine questions as to a reserva- 
tion of congressional power being a part 
of the treaty, the constitutionality of a 
reservation by the Senate in advising and 
consenting to the ratification of the treaty, 


or whether the reservation became a part 
of the treaty through its acceptance by 
Canada and proclamation by the Presi- 
dent. The commission decided that it could 
not determine the validity of the Senate 
action (16 PUR3d 55). 

The commission accepted the reserva- 
tion as binding and entirely authoritative 
as “the supreme law of the land” under 
Article VI of the Constitution. 


Reservation Merely Expression of 
Domestic Policy 


The question, said the court, was 
whether the reservation became “law of 
the land” as part of the treaty. The reser- 
vation did not have the concurrence of the 
House of Representatives and therefore 
was not “law of the land” by way of legis- 
lation. The commission argued that the 
reservation was an effective part of the 
treaty because: (1) it was a condition of 
the Senate’s consent to ratification; (2) 
the condition was sanctioned by the Presi- 
dent, was “accepted” by Canada, and was 
included in the exchange of ratifications ; 
and (3) it “thus became a part of the 
treaty.” Simple as this argument seems, 
said the court, it could not agree with it. 

Canada had accepted the reservation be- 
cause its provisions related “only to the 
internal application of the treaty” within 
the United States and did not affect Cana- 
da’s rights or obligations under the treaty. 
The Canadian view, said the court, was 
shared by the President, the Department 
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of State, and the Senate. The reservation 
made no change in the treaty. It was 
merely an expression of domestic policy 
and was not a counteroffer requiring 
Canadian acceptance before the treaty 
could become effective. That Canada did 
“accept” the reservation did not change 
its character. It was not so much an ac- 
ceptance as a disclaimer of interest. 

No court has ever said, it was pointed 
out, that the treaty power can be exercised 
without limit to affect matters which are 
of purely domestic concern and do not 
pertain to relations with other nations. 

The judge delivering the opinion of the 
court said that if we attempted to use the 
treaty-making power to deal with matters 
which do not pertain to external relations 
but to control matters which normally and 
appropriately are within the local jurisdic- 
tion of the states, then he would again say 
there might be ground for implying a limi- 
tation upon the treaty-making power, that 
it is intended for the purpose of having 
treaties made relating to foreign affairs 
and not to make laws for the people of the 


United States in their internal concerns 
through the exercise of the asserted 
treaty-making power. The court construed 
the reservation as an expression of the 
Senate’s desires and not a part of the 
treaty. The court did not decide the consti- 
tutional question. 

In reply to an argument that since the 
reservation was a condition to the Sen- 
ate’s consent to the treaty, to deny effect 
to the condition vitiates the consent and 
thus invalidates the whole treaty, the court 
said that this argument was disposed of 
by the Supreme Court in New York Indi- 
ans v. United States (1898) 170 US 1. 
Amendments which the Senate had at- 
tached to its resolution consenting to the 
treaty had not been communicated to the 
Indian tribes. The court concluded that 
the amendments were not part of the 
treaty. It nevertheless treated the Senate’s 
consent as effective to make the treaty 
valid and operative. Power Authority of 
the State of New York v. Federal Power 
Commission (USCA[DC]) No. 13652, 
June 20, 1957. 


Orders Severing Competitive Aspects of Applications 
And Terminating Intervention Held Interlocutory 


Es premee severing the mutually exclusive 
portion of certificate applications un- 
der the Natural Gas Act and consolidat- 
ing them for comparative hearing on their 
competitive aspects were interlocutory or 
procedural orders merely, the Federal 
Power Commission ruled. 

Although applications may encompass 
proposals to serve both competitive and 
noncompetitive areas, the commission has 
followed a policy of directly authorizing 
construction and sales in the noncompeti- 
tive areas. If possible, action looking to- 
ward increased service to markets in non- 
competitive areas should not be deferred 
until competitive aspects of applications 
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can be determined, the commission stated. 
Both the competitive and the noncompeti- 
tive aspects need not be commingled in a 
comparative hearing if portions of them 
can be severed on an area basis. The 
rights of competitive applicants can be 
adequately protected in a comparative 
hearing limited to the competitive aspects 
of their respective applications. 

It was noted, however, that every cer- 
tificate applicant in such a comparative 
hearing must offer testimony with respect 
to each of the elements that would go into 
the ultimate determination of their appli- 
cations, even though similar evidence may 
have been presented in connection with 
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other aspects of the same filed appli- 
cations. 


Termination of Intervention 


The commission also regarded as inter- 
locutory an order terminating intervention 
in a certificate hearing limited to serving 
noncompetitive markets. An application to 
stay this order was denied. Continued in- 
tervention in this limited hearing, it was 
held, would serve no useful purpose and 
would merely delay the proceedings, to the 
detriment of the public interest. 

The commission observed that although 
one certificate application may contain an 
area of mutual exclusiveness with respect 
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Lower Railroad Rates 


T° two cases involving the same issues, 
the Nebraska supreme court held that 
proposed rates governing transportation 
of petroleum and petroleum products in 
intrastate commerce were not, under the 
evidence, unjust, unreasonable, or dis- 
criminatory. The commission’s order was 
held to be a valid exercise of discretion, 
with which the court would not interfere 
unless shown to be unsupported by the 
weight of evidence. 

The rates in question were generally 
14 cents per hundred pounds less than 
truck rates on gasoline for distances of 75 
miles and over. Any rate that is competi- 
tive discriminates to some extent against 
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to the application of another company 
whose intervention has been ordered ter- 
minated, the commission is not precluded 
from issuing a certificate to the one com- 
pany if it is properly conditioned so as to 
preserve the area of mutual exclusiveness 
for a comparative hearing. Although such 
conditioning might affect third-party re- 
lationships and persons not subject to the 
commission’s authority, that fact would 
not detract from the commission’s juris- 
diction over the transportation and sale 
of natural gas and the facilities used there- 
for. Re American Louisiana Pipe Line 
Co. et al. Docket No. G-2306 et al. May 
14, 1957. 


Not Discriminatory 


a competitor, said the court, but that does 
not make the rate unlawful. Only unjust 
discrimination or undue preference under 
substantially similar circumstances and 
conditions is that which is unlawful and 
prohibited. 

The claim of the appellants that the 
proposed rates preferred shippers and re- 
ceivers who had rail shipping facilities 
and thus discriminated against those who 
had no such facilities was held to be with- 
out merit. To any person who is in a po- 
sition to use the service offered, comment- 
ed the court, such service is available. 
Chicago, B. & Q. R. Co. et al. v. Herman 
Bros., Inc. et al. 82 NW2d 395, 405. 


Exchange Offer of Holding Company Stock for Utility 
Stock Approved 


ig id ENGLAND ELEcTRIC SYSTEM, a 
holding company, was authorized by 
the Securities and Exchange Commission 
to make an exchange offer for the com- 
mon stock of Lynn Gas & Electric Com- 
pany, providing for the issuance of two 


shares of holding company stock for one 
share of Lynn stock. 

A condition was imposed requiring 
New England to charge its general reserve 
relating to investments in common stock 
of its subsidiaries and credit Account No. 
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171—Other Deferred Credits—with an 
amount equal to the excess of the under- 
lying book value of the Lynn stock at date 
of acquisition over the recorded costs on 
the holding company’s books. New Eng- 
land had proposed to reduce its general 
reserve relating to investments in sub- 
sidiary stocks by a charge to such reserve 
and a credit to earned surplus for such 
excess. The commission did not believe 
this to be appropriate. 


Fairness of Exchange Offer 


The earnings and dividends applicable 
to two shares of New England stock have 
exceeded those on each share of Lynn 
stock. It was expected that issuance of 
additional New England stock in ex- 
change for Lynn stock would have little 
or no effect on the per share earnings of 
New England stock. 

The commission did point out certain 
unfavorable factors of comparison, how- 
ever. It observed that the Lynn stock had 
a higher book value and was superior 
from standpoint of capitalization ratios. 


Objections 


A witness for objecting stockholders 
testified that the offer was unfair to Lynn 
stockholders. He based his opinion on 
what he called a qualitative analysis of 
the two stocks which gave weight to the 
larger common stock equity ratio of Lynn 
as compared with that of New England. 
He believed the lower debt ratio of Lynn 
made the earnings and dividends on its 
stock more valuable, dollar for dollar, 
than earnings and dividends on New Eng- 
land stock. 

The commission believed the witness’ 
method of analysis was inappropriate. In 
reaching a so-called market value for the 
capitalization of the New England sys- 
tem, he employed market values only as 
to the common stock while using principal 
amounts and par values as to the long- 
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term debt and preferred stock in the sys- 
tem. The commission observed that had 
he used market values for all the outstand- 
ing securities as of a date just prior to the 
announcement of the exchange offer, he 
would have obtained a somewhat lower 
price-gross income ratio for the New Eng- 
land system, and necessarily a lower value 
for the Lynn stock. 

More important to the commission, 
however, was the fact that the witness did 
not offer any justification for applying to 
the gross income of Lynn the price-gross 
income ratio applicable to the New Eng- 
land system. There was no basis in the 
record for imputing to the Lynn gross in- 
come the same market ratio as was appli- 
cable to the New England gross income 
despite the differences between them. The 
witness made no showing that the market 
value of the Lynn stock failed to appraise 
adequately the earnings and dividends 
applicable to the Lynn stock as an inde- 
pendently owned company and the various 
qualitative considerations, such as the 
company’s debt-equity ratio, which have a 
material bearing on the value of the stock. 

Implicit in the witness’ approach was 
the assumption that if the New England 
stock was correctly valued in the market, 
the Lynn stock was undervalued, or, con- 
versely, if the Lynn stock was correctly 
valued in the market the New England 
stock was overvalued. The facts did not 
support this assumption. Consequently, 
the commission concluded that the wit- 
ness’ arguments lacked merit. 


Other Benefits 


The commission also concluded that the 
exchange offer was arrived at through 
arm’s-length negotiations which embraced 
consideration of requirements of fairness 
and reasonableness to all parties involved. 
The record also indicated that the trans- 
action would produce certain operation 
and financial benefits to both companies. 
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If Lynn remained an independent com- 
pany, it would need substantial funds in 
the relatively near future for necessary 
plant additions. On the other hand, as a 
New England subsidiary, sufficient elec- 
tric energy would be available from the 
system’s principal generating subsidiary 
to assure Lynn that its present and future 
energy requirements would be met. In ad- 
dition, as a system company, Lynn would 
have available as a basic foundation in 
financing matters, the strength and credit 
of the New England system. 


Integration Standards 


The electric service area of Lynn lies 
between the areas served with electricity 
by two companies in the New England 
system. There is a direct interconnection 
between the New England and Lynn elec- 
tric properties and this interconnection 


was deemed capable of providing Lynn 
with that portion of its present and future 
electric energy requirements not now pro- 
duced or capable of being as economically 
produced by its own generating units. The 
gas service area of Lynn is adjacent to 
areas served with gas by companies in the 
New England system, and Lynn and such 
New England subsidiaries purchase gas 
from the same supplier of natural gas. 

The acquisition of the Lynn stock 
would, to some extent, increase the total 
area served by the New England system, 
but it would not extend the limits of the 
over-all service area. Nor would the addi- 
tion of Lynn have a significant effect on 
the system’s annual revenues or its size 
from the standpoint of dollar value of the 
assets involved. Re New England Electric 
System, File No. 70-3534, Release No. 
13456, April 22, 1957. 


Showing of Financial Ability and Compliance with 
Commission Regulations Required for Certificates 


Fe failure of proof as to financial abil- 
ity, the Kentucky court of appeals, 
upholding the commission, ruled that a 
telephone company was not entitled to 
authority to convert a magneto system to 
dial operation and to extend its lines into 
new areas. In support of its application, 
the company asserted that it was finan- 
cially able to undertake the operations 
which it proposed, but no loan commit- 
ment or other concrete evidence of finan- 
cial ability was offered. The court held 
that the commission acted properly in 
denying the certificate. 


Certificate to Co-operative Unjustified 


The commission was not sustained, 
however, in granting a telephone co-opera- 
tive rival authority to construct a dial 
system and enter territory then being 
served by the company. The co-operative 


had not complied with commission regula- 
tions governing the form and content of 
certificate applications. It failed to supply 
data required to accompany the applica- 
tion, such as copies of local franchises, de- 
tailed maps of proposed construction, de- 
tailed financing plans, and estimated costs 
of operation. Besides showing unwilling- 
ness or inability of the company to render 
adequate service, the co-operative was 
bound to comply with the application reg- 
ulations. Nor could the commission waive 
these regulations in the absence of an 
appropriate order. 

The certificate issued to the co-operative 
was set aside and the case remanded for 
the commission’s consideration in the light 
of the need for compliance with the regu- 
lations. Kentucky Pub. Service Commis- 
sion v. Mt. Vernon Teleph. Co. 300 
SW2d 796. 
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Confiscatory Rate Order Properly Remanded 


7. Tennessee supreme court sus- 
tained a lower court judgment (10 
PUR3d 243) remanding a telephone rate 
case to the commission for the fixing of 
reasonable rates, upon a finding by the 
trial judge that the rates established by 
the commission were arbitrary and con- 
fiscatory. A witness for the commission 
had testified that additional revenue suff- 
cient to afford a rate of return of 6.5 per 
cent was reasonable and necessary. Com- 
pany witnesses called for an even greater 
return. 

The record contained no other evi- 
dence on this issue. Less than one-third 
of the additional revenue claimed was 
allowed by the commission. 

The court observed that a commission 


3 


order based on findings made without evi- 
dence, or on evidence which clearly does 
not support it, is an arbitrary act against 
which the courts will afford relief. When 
a utility is contesting an order and the 
constitutional question of confiscation is 
involved, it is entitled to the independent 
judgment of the court both on the law and 
the facts. 

The fixing of rates is a legislative func- 
tion and one not to be exercised by the 
judiciary, it was noted. Since the trial 
court found that the authorized rates were 
confiscatory, it properly remanded the pro- 
ceeding for the establishment of reason- 
able rates. Southern Continental Teleph. 
Co. v. Tennessee R. & Pub. Utilities 
Commission, 301 SW2d 387. 


Authority to Curtail Gas Service Granted 


ina Illinois commission granted a gas 
company authority to curtail and 
limit service to certain customers because 
of an emergency situation. The company’s 
sole supplier was limited by Federal 
Power Commission order to an amount 
insufficient to satisfy the growing de- 
mands of the area. 

If the demand for gas exceeds the 
amount of gas available, pointed out the 
commission, a hazard to life, health, and 
property might result. In order to protect 


€ 


the safety and well-being of the public, 
measures had to be adopted to prevent the 
demand from exceeding the available sup- 
ply. 

The order made the curtailment, at the 
option of the company, applicable to cer- 
tain customers. The commission made it 
clear that any action taken by the com- 
pany pursuant to the order would not 
constitute unjust discrimination. Re Town 
Gas Co. of Illinois, No. 44020, May 21, 
1957. 


Adequacy of Existing Service Factor in 
Certificate Denial 


lie application of a railroad subsidi- 
ary contract carrier for a certificate 
of public convenience and necessity au- 
thorizing motor passenger and freight 
service was denied by the North Dakota 
commission, although the proposed serv- 
ice would not unduly increase highway 
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maintenance cost, existing travel on the 
proposed route was neither congested nor 
affected by safety, and the applicant was 
fit, willing, and able to perform the pro- 
posed service. 

Existing common motor carrier service 
within the area was found to be adequate 
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to meet the needs of the traveling and more efficient methods of operation should 
shipping public. The granting of the appli- be welcomed and advocated. The record 
cation, held the commission, would have was clear that there would be no impair- 
a detrimental effect upon existing trans- ment of service. 
portation. Shippers supporting the application had 
_ shown that service would be better, cost 
Dissenting Opinion leon 
In a dissenting opinion, Commissioner Approval of the application, he said, 
Vaaler claimed that the majority opinion would have been a step towards stifling 
prevented more efficient and less expensive the inflation so prevalent in the past 
services. In these days of apparently con- decade. Re Northern Pacific Transport 
tinuing inflation, said the commissioner, Co. Case No. M-969, May 23, 1957. 
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Mandamus Proper to Compel Commission Determination 


fife North Dakota supreme court held and valid reasons for such a delay. 
that where a railroad’s subsidiary ap- Where a public administrative agency 
plied to the commission for certificates of is vested with quasi-judicial powers and 
convenience and necessity authorizing discretion to determine questions of fact, 
passenger and freight transportation by held the court, such agency cannot be 
bus, and the railroad applied for permis- compelled by mandamus to decide in a par- 
sion to change train service, all applica- ticular way. However, the agency can be 
tions should have been considered to- compelled to take action and to make some 
gether. Under the circumstances, said the determination. 
court, the commission was not justified in In this case, the commission had not 
refusing to decide the application of the acted upon the application of the rail- 
subsidiary until after appeal from the com- road’s subsidiary, although more than a 
mission’s decision denying the application year had elapsed since the issue had been 
of the railroad had been decided. finally submitted. There was no legal 
The commission has discretion in the ground for withholding decision. The de- 
matter of making decisions in cases com- lay was held to be unreasonable and a 
ing before it for consideration. Courts will lower court had properly issued a per- 
not interfere unless there is a clear abuse emptory writ of mandamus compelling the 
of discretion, but the fact that the com- commission to make some determination. 
mission has such discretion does not em- North Dakota ex rel. Northern P. Transp. 
power it to delay decisions for an unneces- Co. v. North Dakota Pub. Service Com- 
sary length of time without showing good mission, 82 NW2d 597. 


z 


Water-softening Rates Increased on°“Company-wide 
Rate Base 


A WATER utility providing water-soft- substantial rate increase for this service 
ening service to all takers, whether from the Wisconsin commission. A rate 
regular water customers or not, obtained a of return of 5.5 per cent was allowed on 
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a net book value rate base which included 
not merely water-softening investment but 
the company’s entire property devoted to 
public use. Only water-softening rates 
were involved in this proceeding. 


Jurisdiction 


No question of jurisdiction was raised, 
though the commission noted that it had 
taken jurisdiction over water-softening 
rates in a 1947 proceeding by this utility. 
In that case the commission observed that 
this service is a competitive undertaking 
and that it would be inequitable for gen- 
eral service users not taking the service to 
be made to subsidize it. Water-softening 
rates, it was there pointed out, should 
necessarily include all costs incurred in 
providing the service. This not only covers 
salt, mineral, and estimated labor, but ac- 
tual labor as shown by daily time sheets, 
plus the superintendent’s overhead, main- 
tenance, transportation expense, insurance, 
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wash water, light, heat, space rental, and 
clerical billing and collection expenses, 
Depreciation, a tax equivalent, and a rea- 
sonable profit must be added. 

In that case a dissenting commissioner 
asserted that water-softening service is a 
private merchandising business over 
which the commission had no jurisdiction. 


Capitalized Equipment 


The applicant furnishes water-soften- 
ing service by means of individual equip- 
ment placed on the customer’s premises. 
The commission indicated that the cost of 
a new softening unit should be capitalized 
when placed in service, and that mainte- 
nance thereafter should be recorded as an 
expense. Also, when such a unit is no 
longer serviceable, it should be removed 
from the plant account and charged 
against the reserve for depreciation ac- 
count. Re City of New Holstein, 2-U- 
4756, May 24, 1957. 


Intrastate Rate Equalization Denied 


(ves Montana commission denied the 
applications of several railroads for 
authority to increase freight rates so as 
to conform with interstate increases 
granted by the Interstate Commerce Com- 
mission. There had been no separation or 
breakdown of intrastate operating reve- 
nues, expenses, or properties. 

The commission pointed out that, in ac- 
cordance with court opinion, it had no 
authority to grant an automatic raise in 
intrastate rates simply because the Inter- 
state Commerce Commission had granted 
a raise in interstate rates. Mere disparity 
between interstate and intrastate rates 
does not compel the commission to grant 
an increase so as to remove the disparity. 

The instant rate application was in the 
nature of an original proceeding and was 
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not ancillary to any proceeding before the 
Interstate Commerce Commission. Appli- 
cants had conformed, not with matters of 
proof properly considered by a state com- 
mission, but with proof that might be 
brought before and considered by the ICC 
in investigating intrastate rates allegedly 
resulting in undue, unreasonable, and un- 
just discrimination against interstate com- 
merce. 

The commission would not be influ- 
enced by purported ability to prove such 
discrimination before another tribunal in 
a different proceeding with different issues 
and different matters of proof. It would 
not be influenced by statements of contri- 
butions which were being made to the 
economy of the state by the railroads, 
amounts of their capital expenditures 
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within the state, or the depressed and fa- 
vorable interstate rates under which cer- 
tain commodities were transported. Before 
the state board could grant an increase, it 
had to be shown that existing rates were 


= 


inadequate to yield a fair return. The bur- 
den of so showing was upon the applicant. 
This, they had not done. Re Great North- 
ern R. Co. et al. Docket No. 4475, Order 
No. 2656, March 25, 1957. 


Operation outside Certificate 


. United States district court found 
that the evidence justified an Inter- 
state Commerce Commission order that a 
motor vehicle contract carrier cease and 
desist from engaging in transportation of 
commodities outside the scope of operat- 
ing authority. 

The carrier’s certificate limited trans- 
portation to new and used store fixtures, 
new and used household goods, and stock 
in trade of drugstores, over irregular 
routes and named states. The carrier had 


e 


transported, from nondrugstore consign- 
ors, canned grocery items to grocery 
stores, cream and fruit juices to food 
manufacturers, and beer and wines to 
liquor distributors. Although the commod- 
ity limitation in the permit did not limit 
the class or type of persons with whom 
the carrier could contract, pointed out the 
court, the articles which had been trans- 
ported were clearly outside the orbit of 
certificated authority. Nelson, Inc. v. 
United States et al. 150 F Supp 181. 


Specialized Carrier Denied “Cream” of 
Available Business 


A irregular route motor common car- 
rier, with present authority to trans- 
port petroleum products in bulk, was de- 
nied additional authority to transport 
other bulk products by the Colorado com- 
mission. Present carrier and rail service 
had not been shown to be inadequate. 
Public convenience and necessity did not 
require the proposed extension. 

The commission pointed out that it had 
endeavored, in the past, to protect line- 
haul carriers, the carriers who run on 
schedule and make deliveries to all points 
in the state. An attempt had been made 
to give each of the trade communities in 
the state a localized call and demand com- 
mon carrier service. Such service, said the 
commission, was the backbone of intra- 
state transportation, so it behooved the 
commission to protect the carriers in- 
volved. 


The commission was hesitant about 
granting blanket authorities covering all 
points in the state on all commodities. 
This would impair service to the general 
public, making it possible for specialized 
carriers to take the cream of available 
business, and leave to the locally domiciled 
carriers the skim milk. 

One of the dangers of granting author- 
ity as requested in the instant case, said 
the commission, particularly where spe- 
cialized equipment is used, is the possibil- 
ity of placing economic restrictions on 
presently certificated carriers that would 
not permit them to improve existing serv- 
ice, thereb§ depriving a large section of 
the economy of an improved service. 

Before the commission will issue a cer- 
tificate authorizing rendition of any given 
service, public convenience and necessity 
must be shown. The rule is less elastic 
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where the service proposed to be rendered 
is a duplication of service already author- 
ized, unless it is shown that such service is 
inadequate and that the carrier is not in a 


position to, or would not, make it ade- 
quate. Re Pacific Intermountain Express 
Co. Application No. 15004, Decision No. 
47945, May 23, 1957. 


Injunction Granted Pending Certificate Issuance 


> eon United States district court held 
that it had jurisdiction over an appli- 
cation by property owners for a prelimi- 
nary injunction enjoining a railroad from 
condemning land for proposed new track- 
age until a certificate of public convenience 
and necessity had been obtained by the 
railroad from the Interstate Commerce 
Commission. 

The railroad’s proposal, held the court, 
to extend a present 3-mile trackage to a 
point 6 miles distant constituted a new 
line and not a spur, industrial, team, 


switching, or sidetrack. Since the railroad 
was engaged in interstate commerce, it 
had first to obtain a certificate from the 
ICC before the new trackage could be 
laid. 

The court refused to consider whether 
pubic convenience and necessity required 
or would be furthered by the proposed 
track. The owners of the land were held 
to be parties in interest entitled to the pre- 
liminary injunction sought until a certifi- 
cate had been obtained. Gilmore et al. v. 
Sandersville R. Co. 149 F Supp 725. 





Other Recent Rulings 


Expansion of City and Certificate 
Rights. The Alabama supreme court held 
that the expansion of cities’ boundaries and 
police jurisdictions beyond those existing 
at the time of issuance of a certificate 
authorizing a motor carrier to transport 
goods within a specified radius from each 
of two cities did not increase the area in 
which the carrier was authorized to 
transport goods. Towns Truck Lines, 
Inc. v. Cotton State Express, Inc. et all. 
94 So2d 402. 


Transit Operating Ratio. The Utah 
commission authorized an intercity bus 
company to increase rates so as to pro- 
duce an operating ratio of 92 per cent be- 
fore income taxes. Re Bingham Stage 
Lines, Case No. 4434, May 2, 1957. 


Test of Reasonableness. The North 
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Carolina commission commented that the 
true test of the reasonableness of a rate 
is its effect on the entire system and not 
whether a particular part thereof is op- 
erated at a profit or a loss under the pre- 
scribed rate. Re Motor Vehicle Com- 
mon Carriers of Property, Docket No. T- 
825, Sub 11, April 26, 1957. 


Pullman Rates Increased. The Pull- 
man Company obtained a 7 per cent in- 
crease in intrastate rates from the Cali- 
fornia commission, equating intrastate 
with interstate rates, on a showing that 
the increase would reduce the intrastate 
operating ratio to 115.5 per cent. Re Pull- 
man Co. Decision No. 54920, Applica- 
tion No. 38632, April 30, 1957. 


Nonrecurring Expense. The New Jer- 
sey commission disallowed as an operat- 
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ing expense an amount claimed by a wa- 
ter company for flood loss and refused to 
allow the amortization thereof since the 
item represented an unusual and nonre- 
curring expense. Re Frenchtown Water 
Co. Docket No. 9873, May 8, 1957. 


Passenger Trains Discontinued. The 
Wisconsin commission authorized the 
discontinuance of a number of passenger 
trains in Wisconsin where the losses in- 
curred were found to be so dispropor- 
tionate to the need for the service as to 
justify discontinuance irrespective of the 
total earnings of the line and the system. 
Re Chicago & N. W. R. Co. et al. 2-R- 
3143, May 10, 1957. 


Municipal Plant Return. The Wiscon- 
sin commission considered a return of 
5.5 per cent on a municipal water plant’s 
net book value rate base reasonable. Re 
City of Milwaukee, 2-U-4641, May 10, 
1957. 


Substandard Clearance Allowed. A 
joint application by a railroad and a ship- 
per for authority to maintain a spur track 
with less than standard clearance was ap- 
proved by the Missouri commission 
where the omission or failure to obtain 
approval prior to construction had been 
innocent and inadvertent, approval could 
have been obtained on timely application, 
and the evidence failed to disclose any 
undue hazard in view of the frequency 
and speed of rail movements over the 
track. Re St. Louts-S.F.R.Co. Case No. 
13,556, May 13, 1957. 


Commission Approval of Contracts. 
The North Carolina commission held 
that it had a right to direct motor car- 
riers of freight to produce all contracts 
made with cartage agents for pickup and 
delivery and segregation of freight at 
break bulk points for approval or disap- 
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proval. Re Rates, Charges, and Practices 
of Common Carriers, Docket Nos. T-209, 
Sub 1, et al. May 13, 1957. 


Transit Fare. The North Carolina 
commission authorized a transit company 
to institute a transfer charge and discon- 
tinue school fare tokens in order to pro- 
duce additional’ revenue upon a showing 
that passenger volume had substantially 
declined and costs had increased. Fe 
Winston-Salem City Coach Lines, Inc. 
Docket No. B-243, Sub 5, May 14, 1957. 


Telephone Rate of Return. The Wis- 
consin commission granted a small tele- 
phone company a rate increase sufficient 
to afford a return of 5.3 per cent on a net 
book value rate base. Re Wayside Teleph. 
Co. 2-U-4755, May 6, 1957. In a sepa- 
rate proceeding by a new telephone co- 
operative, rates affording a return of 1.02 
per cent were approved as requested. Re 
Vernon Teleph. Co-operative, 2-U-4765, 
May 17, 1957. 


Water Rate of Return. A rate increase 
request by a small municipal water plant 
was approved by the Wisconsin commis- 
sion, affording a rate of return of 5 per 
cent on a net book value rate base. Re 
Village of Abbotsford, Clark and Mara- 
thon Counties, 2-U-4749, May 6, 1957. 
Another municipal water plant showing 
extensive new capital improvements in- 
volving a substantial addition of debt was 
allowed a rate of return of 54 per cent. Re 
City of West Bend, 2-U-4732, May 17, 
1957. 


Hearings Delayed. A federal court of 
appeals ruled that delays in hearings, 
sought by a contract purchaser of air-line 
stock and allowed by the Civil Aeronau- 
tics Board, did not constitute a breach of 
a stock acquisition contract where the con- 
tract did not expressly prohibit the pur- 
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chaser from seeking such delays, even 
though time had an important bearing on 
the performance of the contract. Hartman 
et al. v. North Central Airlines, Inc. 241 
F2d 859. 


Tariff Construction. In resolving an 
apparent ambiguity in a railroad tariff in- 
volving milling-in-transit privileges, a 
United States district court indicated that 
a railroad tariff is to be treated as if it 
were a statute, and that the same rule 
which authorizes the consideration of all 
parts of a statute which are material in 
the interpretation of a particular provision 
likewise applies to determining the mean- 
ing of a railroad tariff. Louisville & N. R. 
Co. v. Red Comb Pioneer Mills, Inc. 149 
F Supp 812. 


Defenses Not Recognized. The Dela- 
ware court of chancery held that defenses 
of pari delicto, estoppel, unclean hands, 
etc., were not recognized in actions by an 
interstate carrier to recover from a 
shipper undercharges in freight rates or 
rebates on freight charges since to do so 
would be to override the public policy re- 
flected in the Interstate Commerce Act. 
Schleiff v. Baltimore & O. R. Co. 130 
A2d 321. 


Factors Affecting Permit Issuance. The 
Minnesota supreme court held that, in 
passing upon an application for a common 
carrier permit, lack of need of an addi- 
tional permit and the effect such permit 
might have upon carriers already serving 
the area are valid considerations. Re Paul- 


son, 81 NW2d 875. 


Transfer of Motor Carrier Permit. The 
Texas supreme court commented that the 
issues before the commission, if no new 


service is established by the transfer of a 
motor carrier permit, are good faith, ade- 
quate equipment, financial ability, and 
willingness to abide with law and commis- 
sion regulations, but where the transfer 
will result in the establishment of a sub- 
stantially different service, an issue of 
public convenience and necessity arises for 
initial determination by the commission. 
Texas R. Commission et al. v. Jackson 
(Hub Motor Lines et al.) (1957) 299 
SW 2d 266. 


Grade Separation Maintenance Cost. 
The Missouri commission, in ordering a 
railroad to pay the cost of maintaining a 
grade separation structure, commented 
that the proper method to use in arriving 
at the portion of the cost to be borne by 
the railroad, was to determine to what 
extent the presence of the railroad en- 
hanced or enlarged the cost of the im- 
provement ; that is, to what extent did the 
presence of the railroad make the pro- 
posed improvement necessary. Re State 
Highway Commission of Missouri, Case 
No. 13,507, March 25, 1957. 


Return Not Unreasonable. The New 
Jersey commission did not consider a re- 
turn of 5.06 per cent on a water com- 
pany’s present rate base, or 5.44 per cent 
after the system had been fully metered, 
unreasonable. Re Medford Water Co. 
Docket No. 9782, April 11, 1957. 


- Duplicate Telephone Service Rejected. 
The Wisconsin commission held that resi- 
dents of a boundary-line community were 
not entitled to telephone service from a 
particular company where another com- 
pany was already serving in the area, 
since it would entail a duplication of facili- 


ties. Re Karis, 2-R-4735, April 22, 1957. 
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Cutaway of Seal-Kap Terminator conduc- 
tor showing air-tight O-ring neoprene 


gasket at porcelain-to-metal joints 


NEW Delta-Star Seal-Kap Terminators are available nee ll 
in both multiple conductor and single conductor types, showing pressure-tight seal, at metal- 


offered in a wide range of sizes and entrance fittings. 


to-metal joints. 


EW, advanced line of DELTA-STAR 
rmanently-Sealed Terminators 


e big feature of this new line of Delta-Star 
eal-Kap Terminators is the permanent-seal con- 
ction—using pressure-tight O-ring neoprene 
askets at all joints. The terminator is perma- 
ently air-tight and moisture proof, with a partial 
acuurn created inside it. 
Insulating oil and compound inside Seal-Kap 
erminators cannot escape even when heating 
uses expansion. Many sealing arrangements are 
sed on terminators, but none is more effective 
an the new Seal-Kap method. 


Among other Seal-Kap.advantages are economy 
in original cost—and economy through ease of 
installation:and maintenance. 

A range of sizes is available to meet most term- 
inator applications—in both multiple and single 
conductor types. Get complete information—just 
ask for the new Seal-Kap catalog. 

For your best new buy in terminators, call on 
Delta-Star Electrie Division, 

H. K. Porter Company, Inc., Chicago 12, Illinois. 
District offices in principal cities. 


_ DELTA-STAR ELECTRIC DIVISION 
H. K. PORTER COMPANY, INC. 


Divisions of H. K. Porter Company, Inc.: Connors Steel, Delta-Star Electric, H. K. Porter Company (Canada) Ltd., Henry Disston, 
Leschen Wire Rope, Quaker Rubber, Refractories, Riverside-Alloy Metal, Vulcan Crucible Steel, W-S Fittings. 
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THE IRVING TRUST COMPANY SERVES VITAL INDUSTRY 


service lines into the future... 


Vast growth of the Utility Industry 
has had its share of financial complexities. 
However, close to the pulse of the finan- 
cial world and to the Industry itself, our 
specialists continue to reach ahead with 
new and sound approaches. 

Whether an undertaking of capital plan- 


ning, financing, or cultivation of the finan- 
cial community—our Analytical Studies, 
Seminars and Round Tables may prove 
valuable aids to your company’s future. 

For more information, call Public Util- 
ities Department at DIgby 43500 or 
write us at One Wall Street. 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $125,000,000 


RICHARD H. West, Chairman of the Board 


Total Assets over $1,500,000,000 


Grorce A. Murpuy, President 


Public Utilities Department—JouHn F, CuiLps, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Industrial Progress 


syivania Pwr. & Lt. Plans 
ear Outlay of $200 Million 


‘SYLVANIA Power & Light 
any expects to spend just under 
00,00! )on new construction over 
xt five years, Charles E. Oakes, 
lent, told security analysts and 
ment bankers recently. The larg- 
igle item of the new projects is 
0,000 for a 330,000 kilowatt 
ating plant to be in service in 


iewing the company’s postwar 
sion program, Mr. Oakes said 
property acquisitions and con- 
ion from 1946 through 1956 had 
ed $432,400,000. 


ville Gas Expects to Spend 
0,000,000 in Next 20 Years 

ISVILLE Gas & Electric Com- 
expects to spend nearly $500,- 
) for new gas and electric 
ment in the next 20 years, ac- 
ng to Lawrence G. Dahl, vice 


:. & E. now has a generat- 
city of 615,000 kilowatts and 

t 20 years it will need 1,- 
‘ilowatts more. 


Industry Committee Named 
0 Help Accelerate Air 
Conditioning Program 
MATION of a 12-man Air Con- 
ing i‘romotion Committee to 
he promotion and sale of 
al, commercial and industrial 

‘onditioning equipment has 

ced by the American Gas 

‘ as the industry’s latest 

to accelerate its develop- 
and marketing program in this 
ing field. 

1.1, which recently doubled 
ppropr':tion for gas air condition- 
esearch during the current year, 
unced ihat W. W. Selzer, direc- 
f business promotion for the Co- 
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lumbia Gas System Service Corpoza- 
tion, will serve as chairman of the new 
special task force group operating 
under the General Promotional Plan- 
ning Committee of the AGA PAR 
plan. The committee will coordinate 
the stepped-up efforts of industry re- 
search committees, gas air condition- 
ing equipment manufacturers, and the 
sales and promotion organizations of 
utility companies. 

Members of the new committee 
represent practically every region in 
the country, refiecting the nationwide 
interest by utilities in gas air condi- 
tioning. Committee members are, in 
addition to Mr. Selzer: 

W. D. Williams, vice president 
sales, New Jersey Natural Gas Co., 
Asbury Park, N. J., and chairman of 
the AGA Residential Gas Section. 

J. Robert Delaney, manager of gas 
sales, Cincinnati Gas and Electric Co., 
and chairman of the AGA Industrial 
and Commercial Gas Section. 

B. C, Adams, Jr., vice president and 
general manager, The Gas Service 
Co., Kansas City, Mo. 

Harold F. Carr, manager, residen- 
tial sales promotion, Baltimore Gas & 
Electric Co., Baltimore, Md. 

H. William Doering, heating and 
air conditioning manager, Springfield 
( Mass.) Gas Light Co. 

E. L. Henderson, vice president, 
United Gas Corporation, Shreveport, 
La. 

David J. Kerr, director of business 
development, Southern Union Gas 
Co., Dallas, Texas. 

John S. McElwain, sales manager, 
East Ohio Gas Co., Cleveland, Ohio. 

Frank N. Seitz, vice president sales, 
Southern Counties Gas Co., Los An- 
geles, Calif, 

G. J. Tankersley, executive vice 
president, Gas Light Co. of Colum- 
bus, Columbus, Ga., and chairman of 
the Southern Gas Association Air 
Conditioning Committee. 

R. J. Vandagriff, vice president 


sales, Laclede Gas Company, St. 
Louis, Missouri. 


Private Utilities Active in 763 
Research Projects 


A “VERY substantial amount of 
research” is being done by privately 
owned electric utilities, it was re- 
ported recently at the Summer Gen- 
eral Meeting of the American Insti- 
tute of Electrical Engineers. 

Howard P. Seelye, consultant for 
the Edison Electric Institute Research 
Projects Committee, told a sympos- 
ium on research that 763 research 
projects, many of them of a major 
nature, are now in progress. His re- 
port was made in a paper, “Edison 
Electric Institute Survey of Research 
Projects of the Electric Utility Indus- 
try.” The paper contained the results 
of a survey made among the 175 pri- 
vately owned and operated utilities 
which are members of EFI. 

Major research work of the power 
business is in transmission and dis- 
tribution, with 302 projects under 
way. Power plant research was next 
with 229. Other research projects are 
being conducted in system planning, 
engineering and operation, 75; gen- 
eral engineering, 35; customers’ util- 
ization, 34; sales, 11; economics, 23; 
company management, 14; electronic 
computers, 2; personnel, and area de- 
velopment, 19 each. 

Among the more significant proj- 
ects being researched by utilities is 
atomic power, with “sixty-nine elec- 
tric utility companies, either individ- 
ually or as part of organized groups,” 
participating in 14 nuclear reactor 
projects, Mr. Seelye said. Seven of 
these projects are either under con- 
struction or in the immediate precon- 
struction phase, while seven others 
are in various stages of planning. 

“Tt seems evident . . . that the elec- 
tric utility industry is carrying on a 
(Continued on page 28) 
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DIGS 
STRAIGHT 


FAST 


Etowah Construction 
Company uses its 
Cleveland 95’s com- 
pactness and shiftable 
conveyor to advantage 
on this utilities job in 
Franklin, Tennessee. 


The Cleveland 95 “Baby Digger”— built by the Pioneers of 
the Modern Trencher, originators of every important trencher 
design feature—makes money for its owners because it... 
@ fits more jobs—digs to 512’ deep x 24” wide. 
@ digs all soils—full-size engine, over 30 graduated 
power and speed combinations. 
e@ digs faster—more bucket capacity, more wheel- 
and-crawler combinations. 
@ saves property damage—full crawlers, easy on 
lawns and sidewalks. 
@ lasts longer—dquality construction and materials 
mean longer life—it’s in the records. 


HE CLEVELAND TRENCHER 


20100 ST. CLAIR AVENUE © CLEVELAND 17, OHIO 














(Continued ) 


very substantial amount of reg 
and cannot be accused of being 
gard in this subject,” Mr. Seely 


McCabe-Powers Adds Hyd; 
Hole Digger to Utility |; 
THE addition of a hydraulic hole 


ger to its Powers-American liy 
utility bodies and equipment has 
announced by McCabe-Powers | 
Body Company, St. Louis, Mo, 

The digger, designated “f; 
Master,” is ideally suited for use 
the Powers-American Series P 
“Pole-Master” Hydraulic Derrick 
cording to Brooke Daly, company 
president. It can be installed on™ 
“Pole-Master” Derricks now in 
or factory-mounted in conjung 
with a derrick and body built 
individual operating requirementg™ - 

Unit is fully-hydraulic in opera - 
powered by a hydraulic pump dil, 
by the truck engine. It will dig 


up to 9’4” in depth, at various ang? 


in practically all types of soil, 
auger is guided at all times, toag 
straight, clean holes. It travels up 
down on a twin-column support f 
which can be turned to various 
tions and extended or retracted | 
terrain and working conditions. 

Auger is rotated in either dire 
by a reversible hydraulic motor. 
raised and lowered by a separate 
draulic motor which, in combim 
with downward thrust that can be 
plied by the derrick, provides 1 
than ample “down pressure” for 
ging in exceptionally hard soil. 
digger controls are normally inst 
beside derrick controls in a rear| 
compartment, to give operator § 
view of all digger and derrick m 
ment. 

When hole has been dug, the dig 
will swing out of the way to pe 
use of the derrick for setting J 
The digger can be furnished with 
gers up to 20” in diameter, and} 
special heads to facilitate digit 
where soil condition would retard 
ger operation. 

Descriptive bulletin No. 2084 
be obtained from McCabe-Po 
Auto Body Compnay, 5900 Nf 
Broadway, St. Louis 15, Missoun 


AGA Accident Prevention 
ference Scheduled for St 
Louis Sept. 17-18 


A COMPREHENSIVE 4 
workshop session featuring § 
simultaneous group meetings t0 
cuss the most common accident 
lems in the gas utility and pipelin 
dustry will be a highlight of 
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INDUSTRIAL PROGRESS—( Continued) 


Fican (sas Association’s ninth an- 
accident prevention conference 
bmber i7th and 18th at the Sher- 
-rson Hotel, St. Louis, Mo. 
; industry improved its safe- 
i: 1956 for the ninth straight 
achieved an all-time low ac- 


‘Villiams, the Gas Service 
1s City, Mo., will head the 
which will provide the 
| for the first showing of 
Association’s new safety flip 
;roup leaders for the work- 
ill be Charles T. Cummings, 
atural Gas Co., Clarksburg, 
John O’Toole, Utilities Mu- 
ance Co., New York; Stan- 
wens, ['ranscontinental Gas Pipe 
Corp., Houston, Texas ; William 
hston, Cincinnati Gas & Electric 
Cincinnati, Ohio; Vincent A. 
ell, Long Island Lighting Co., 
kville, N. Y.; E. E. Taylor, 
ern California Gas Co., Los 
les; and M. B. Travis, Northern 
ral Gas Co., Omaha, Neb. 

C. Baumann, Public Service 
ric and Gas Co., Newark, N. J., 
preside over the two-day confer- 
as chairman of the AGA Acci- 
Prevention Committee. Speakers 
b opening session will include H. 
Derrick, president, Laclede Gas 
St. Louis; Stanford Downey, 
y director, Southern Natural Gas 
sirmingham, Ala., and chairman 
e safety committee of the Inde- 
pnt Natural Gas Association ; and 
tt W. Otto, board chairman of 
de and second vice president of 
merican Gas Association. 
her first-day highlights will be 
resentation by Mr. Otto of the 
lent Prevention Awards to mem- 
bmpanies reducing their disabling 
hes 25 per cent or more when 
red to 1955, Included in this 
§ Conference for the first time 
be the presentation of awards to 
ers of the 1956-57 National Fleet 
y Contest. A Plant Inspection 

be led by William E. Ma- 
eoples Gas, Light & Coke 

Chicago, Illinois; Peter 
sochester Gas & Electric 
chester, New York; Clint 
| New England Electric 
boston, Massachusetts. This 


a talk and demonstration by 
itz, District Supervisor of 

x Safety, and H. F. Browne, 

; Engineer of the U.S. Depart- 
of Interior, Bureau of Mines, 
8, Texas. The demonstration will 


le a ‘lame propagation demon- 


stration of gases (natural and manu- 
factured) and through the use of 
slides, the descriptions, analysis and 
results of a number of recent incidents 
involving gas will be discussed. 

The Safety Workshop will fill the 
morning schedule September 18th. 
Following a luncheon talk by W. B. 
Haas, Northern Natural Gas Co., the 
Conference will conclude with an 
“T’ve Got a Safety Secret” panel pro- 
gram. E, S. Beaumont, Peoples Gas 
Light and Coke Co., will be moderator 
and panelists will include R. L. Con- 
way, United Gas Corp., Shreveport, 
La.; G. J. McKinnon, Michigan Con- 
solidated Gas Co., Detroit; Charles 
O'Reilly, Boston Gas Co., Boston ; and 
H. G. Hill, Union Gas Co. of Canada, 
Ltd., Chatham, Ontario, Canada. 

Utilities from all sections of the 
country will participate in a special 
Materials Exchange Display where 
they will show materials, equipment 
and ideas which have been employed 
in helping improve their safety pro- 
gram. 


Doubling of PG&E ‘Super Inch’ 


Main to Be Completed 

“SUPER Inch,” Pacific Gas and 
Electric Company’s 34-inch transmis- 
sion line importing out-of-state nat- 
ural gas, will be completely doubled 
over its 502-mile length by the end of 
this year, the company disclosed re- 
cently in announcing the award of a 
contract for the final 138 miles of 
“looping.” The announcement was 
made by N. R. Sutherland, president 
and general manager of the company, 
who said the project will cost more 
than $15,000,000. 

The principal contract, awarded to 
Engineers Limited Pipeline Company, 
calls for installation of the big steel 
pipe to start in mid-July. In associated 
work, the horsepower of six of the 10 
compressors at Topock compressor 
station will be increased from 2500 hp 
each to 3500 hp. Other improvements 
will be made at the Hinkley and Ket- 
tleman stations. 

When this work is completed, “Su- 
per Inch” will transmit 950,000,000 
cubic feet of natural gas daily ; repre- 
sent a total investment of $128,612,- 
000; and have about 350,000 tons of 
steel underground—enough to build 
a heavy-duty railroad track 1458 
miles, or nearly from San Diego to 
Seattle. 

Conversion of four compressors at 
Hinkley and one at Topock plus addi- 
tion of one compressor at Topock in 

(Continued on page 30) 






























































Trends and outlook for 


TAX-EXEMPT 


BONDs 
at mid-year 1957 


Not in 20 years has the inves- 
tor been able to obtain as 
much take-home yield as is 
now available from state, 
municipal, revenue and 
other tax-exempt bonds. 
And, in addition, tax-exempt 
bonds offer widely recog- 
nized qualities of safety and 


marketability. 


Our Mid-Year Survey of the 
Tax-Exempt Bond Market discusses 
the changes and the opportunities 
in today’s market and helps you to 
relate them to your own investment 
situation. 


Send for this survey for up-to- 
date information on the tax-exempt 
market. You'll receive with it our 
tax chart showing the income re- 
quired from taxable securities to 
equal the yield from tax-exempt 
bonds. 


Mid Yin r Stony 


The Tx. 


Ask for 
folder PF7. 


HALSEY, STUART & CO. INC. 


123 SOUTH LASALLE STREET, CHICAGO 90 
35 WALL STREET, NEW YORK 5 
AND OTHER PRINCIPAL CITIES 




















Na... THAT'S FOR SURE 


The ability of electricity to ease, broaden and speed the multiple activities of 
today’s world rests on the promise of uninterrupted service. Failure or breakdown 
results in disruption and the irretrievable loss of time and money. 


A-MP termination assures this promise of constant duty will be kept. No circuit 
is stronger or more reliable than the terminal at the end of a wire. The develop- 
ment of A-MP solderless termination removed the weakness and slow motion 
inadequacies of former type connectors. 


A-MP solderless terminals have been designed and developed to meet the spe- 
cific wiring requirements of electrical motivation, whenever and wherever it is 
generated, distributed, utilized or maintained. 


A-MP Terminals, when required for maintenance and repair needs, a i 
are made available in the U.S.A. through American Pamcor Inc. — pi 


AMP INCORPORATED 


GENERAL OFFICES: 
7530 Eisenhower Boulevard, Harrisburg, Pa. 


Wholly Owned Subsidiaries: American Pamcor, Inc., Havertown, Pa. (for maintenance and repair needs only) 
Aircraft Marine Products of Canada, Ltd., Toronto, Canada Aircraft Marine Products (Great Britain) Ltd., 
London, England e Societe AMP de France, Le Pre St. Gervais, Seine, France e AMP-Holland N.V’s Hertogen- 
bosch, Holland 


Distributor in Japan: Oriental Terminal Products Co., Ltd., Tokyo, Japan 
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1958 will increase the deliveries 
billion, 25 million cubic feet oj 
daily. 

“Super Inch” is connected tp 
pipeline system of the Fj Pago 
ural Gas Company and is supplie 
fields in Texas and New Mexip 
carries about two-thirds of P¢g 
natural gas supplies. Progressive 
pansion of the big transmission q 
has been almost an annua! event; 


it first went into operation in 1g T° 


Transistorized Power Suppl 
Featured by Motorola's 
New Mobile Radios 


USING all-electronic power 
plies, a new line of mobile radioy 
recently announced by Motorolad 
inates vibrator replacement probl 
Called the “T-Power” sadiophy 
the new two-way radio units incoy 
ate a transistorized switching cr 
in the power supply in place oj 
conventional vibrator. In this way, 
part most frequently requiring 
placement in mobile radio units 
vibrator—and the “hash” produce 
the vibrator are eliminated. 


“T-Power” radiophones offer 


installation versatility. The 1 
drawer is interchangeable bety 
dash or trunk mounted installa 

The new mobile radiophones 1 
at 20 and 25 watts power output 


available for operation in the 3 ‘ 


me and the 144-174 me bands. 

operate from 12-volt negative gro 
sources and are directly intercha 
able with eauivalent Motorola “Ty 


V” trunk mount units, which #4!" 


operate from 12-volt negative grof 
sources, These models can be supp 
with either conventional squelch om 
“Private-Line” radiophones W 
prevent the reception of nuisance 
and messages originating outside 
“Private-Line” radio system. 
More information about Moto 
“T-Power” radio units can be 
tained by writing to Motorola U 
munications and Electronics, }} 
TIC, 4501 Augusta Boulevard, 


cago 51, Illinois. 


Chesapeake and Potomac 
Has $2,288,000 Program 


OVER two million dollars was 
propriated for plant additions a 
provements by the Board of Diret 
of the Chesapeake and Poiomac 1 
phone Company, Washington, D. 
at their regular monthly meeting 
June 27th. 

According to H. Holmes Vogel 
president in charge of the Washim 
company, this appropriation 
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INDUSTRIAL PROGRESS—(Continued) 


s $2,288,000 will be used on a 


e number of projects required to 
t the continuing demand for serv- 


mbustion Engineering Award- 
Contracts by Four Utilities 
N th 


» Q2nu, 


six weeks’ period ending 
Combustion Engineering, 
ved contracts: amounting to 
a; $25,000,000 from four util- 
‘emp: nies for boilers that will sup- 
1.27\:,000 kilowatts of electric 
‘r, i, was announced by Donald 
_ Vice president and director 
ales of the company. 
he orders were placed by the fol- 
ing utilities: Consolidated Edison 
pany of New York—a 340,000- 
unit for its Astoria station in 
ens, N. Y.; the Florida Power & 
nt Company—two 240,000-kw. 
ts for its new Port Everglades 
er station; Pennsylvania Power 
ight Company—a 330,000-kw. unit 
anew plant near Harrisburg, Pa. ; 
the Florida Power Corporation— 
20,000-kw. unit for its P. L. Bar- 
; Station, St. Petersburg. 
A significant aspect of these con- 
ts,” said Mr. Walker, “is that all 
r of the larger units represent the 
t purchases by the companies con- 
ned of controlled circulation boil- 
, a special design developed by 
nbustion for high-pressure, high- 
acity installations. This is indica- 
p of the effort utilities are making 
vaintain low rates in the face of in- 
asing fuel and operating costs by 
izing the more efficient high pres- 
e cycles in combination with high 
t capacities. 
‘These purchases, and others in 
Mr. Walker added, “are 
lence of a revival in utility indus- 
buying of capital equipment fol- 
ing some letup from the unprece- 
ted high level of the past two 
rs, 


Houston Lighting Orders 
$20,000,000 Plant 


‘aced an order with Westing- 
ctric Corp. for construction 
‘ultimillion dollar generating 


Parish, president, said the 
be the largest in the South- 


ie ‘he cost was not disclosed, it 

ved the company will pay 

: then $20,000,000 for the new 
ity. 

<0 into operation during 1961 


at the company’s Smithers Lake plant 
in Fort Bend County. 


The construction is part of $300,- | 


000,000 Houston Lighting and Power 
is spending for expansion during 
1957-1960. The expansion will mean 


an addition of 400,000 kilowatts in | 
1958, 385,000 in 1959, and 440,000 in | 


1960. 


The aggregate total of eight units | 
being added during the next five years | 
is 1,500,000 kilowatts, or more than | 


the 1,421,000 kilowatts which has been 


built during the company’s 75-year 


history. 


Argonne Launches The Argonaut | 


THE Argonaut—The Argonne as- 
sembly for university training—a new 


educational training reactor at Ar- | 


gonne National Laboratory, was the 
center of much attention recently dur- 
ing an industrial and educational sym- 
posium held at the Laboratory. The 


high point of the two-day meeting, | 


attended by representatives of 32 
universities and 60 industrial firms, 
was the demonstration of this low cost 


“do-it-yourself” reactor. The concep- | 
tual design of the Argonaut was | 


developed under the direction of Dr. 


B. I. Spinrad, Associate Director of | 


the Laboratory’s Reactor Engineering 


Division; David H. Lennox, of the | 
same division, served as Project Engi- | 


neer. 


There were three criteria which | 


guided the design and construction of 
this reactor: It had to be useful for 
reactor research and training; it had 
to be ultrasafe; it could cost no more 


than $100,000. This reactor went criti- | 


cal on February 9th, in the midst of 
the dedication of Argonne’s Experi- 
mental Boiling Water Reactor, the 
first plant-size power reactor in the 
nation. The Argonaut concept may 
prove as important in the area of nu- 
clear education as the EBWR is in the 
field of nuclear power. 


The Argonaut is a low power, low | 


cost reactor of wide flexibility. It was 
developed primarily for use by stu- 
dents attending the Laboratory’s In- 


ternational School of Nuclear Science | 
and Engineering, where courses are | 
taught in reactor theory and nuclear | 


physics. The Argonaut is designed to 
operate at an intermittent power de- 


velopment of 10 kilowatts. Its safety | 
features and simplicity make it par- | 


ticularly suited for training purposes. 
The reactor has received the attention 
of educators from this country and 
abroad. 


The two-day program included 

















WHAT T0 DO 
ABOUT THEM! 


@ Your Company can avoid the 
triple hazards centering on human 
safety, continuity of service and 
expensive unnecessary replacement 
of standing poles. Every one of your 
standing poles older than 18 to 20 
years should be systematically in- 
spected and treated at the ground- 
line area. 


@ In the average system, more than 
50% of poles are 20 years old or 
more. To depend on these old poles 
without adequate care and attention 
would appear to be a serious risk 

- - and this risk can be corrected. 


@ A comprehensive program of 
groundline inspection and treatment 
by a company with thoroughly 
experienced personnel is the answer. 
A program such as this should apply 
to most older pines ... cedars... 
chestnuts and other common pole 
species. 


@® Since 1933, OSMOSE has spe- 
cialized in keeping poles in place. 
The pole people in your Company 
know about us. Maybe a sign of 
interest on your part is all that is 
necessary to start this progressive 
program and avoid future costly and 
possibly disastrous problems. 


OSMOSE WOOD PRESERVING CO. 
OF AMERICA, INC. 
978 ELLICOTT ST. BUFFALO, N. Y. 
Producers of a complete line of 
wood preservatives 
MINES ¢ RAILROADS 
FARM and HOME 


for: 
UTILITIES @ 


INDUSTRIAL PROGRESS— (Continued ) 


tours of Laboratory facilities, talks on 
design and construction of the Ar- 
gonaut reactor, the presentation of 
Argonne National Laboratory’s plans 
to use the reactor, and discussion of 
the critical properties and safety of 
the reactor. Demonstration of the 
Argonaut’s approach to criticality, a 
brief operation, a scram, and an on- 
site description of the system were 
given. 

A brief ceremony marked the re- 
lease of the custody of the reactor 
from the Laboratory’s Reactor Engi- 
neering Division to the International 
School, Dr. R. G. Taecker, Director. 
In making the presentation, Dr. Nor- 
man Hilberry, Director of Argonne 
National Laboratory, made the fol- 
lowing comment: “This highly useful 
training and research reactor is the 
product of many inventive minds 
within the Laboratory’s scientific and 





This announcement is not an offer to sell or a solicitation of an offer to buy these securities. 


Southern California Edison Company 
First and Refunding Mortgage Bonds, Series I, Due 1982 
434% 


Dated July 1, 1957 


engineering staff. We are confident 
that this reactor concept will serve as 
a model for a series of reactors which 
will equip many institutions in the 
United States and abroad for training 
students for the nuclear age.” 
Students may participate in observ- 
ing the behavior of the reactor as fuel 
is added to it to make it critical. A 
self-sustaining chain reaction can be 
achieved with many different shapes 
of fuel loading and correspondingly 
different critical masses. The distribu- 
tion of fissions in the fuel can be 
studied. Poisons (neutron absorbers ) 
and bubbles, such as may be produced 
by boiling in a power system, can be 
introduced and their effects observed. 
The reactor can be made to change 
its power in a number of ways to ob- 
serve its response to control rod op- 
erations and also its response to simu- 


The offering is made only by the Prospectus. 


$40,000,000 


lated operating conditions at | 
power. 

The reactor can be used for 
destructive chemical analysis. Thal 
tivation analysis techniqu:, in w 
a sample is irradiated in orsler thal 
characteristic radioactives of its 4 
stituents may be examined, js 
such. The “danger coeffici»nt” te 
which elements of high reutron 
sorption are detected by their effe 
the chain reaction is another, 

It may be used as a sour<e of 
tions for instrument calib:ations 
shielding tests and in par‘icular 
neutron source for studic: on p 
erties of new reactor desigis, 


These features, all of wi:ich are” 


quired to illustrate the properties 
reactors to students, can in addi 
be used for research and develop 
in the nuclear energy field. 
(Continued on page 33) 











Due July 1, 1982 


Price 100.73% and accrued interest 


The Prospectus may be obtained in any State in which this announcement is circulated from only such 
of the undersigned and other dealers as may lawfully offer these securities in such State. 


AMERICAN SECURITIES CORPORATION 


SALOMON BROS. & HUTZLER 
A.G. BECKER & CO. DICK & MERLE-SMITH PAINE, WEBBER, JACKSON & CURTIS 


INCORPORATED 


R. W. PRESSPRICH & CO. BACHE &CO. McDONNELL & CO. STROUD & COMPANY 


SHELBY CULLOM DAVIS & CO. 
H. HENTZ & CO. 


COURTS & CO. 


WM. E. POLLOCK & CO., INC. 
J.C. BRADFORD & CO. 
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July 2, 1957 


HALSEY, STUART & CO. Inc. 


L. F. ROTHSCHILD & CO. 


IRA HAUPT & CO. 


STERN BROTHERS & CO. 
FAHNESTOCK & CO. 








BEAR, STEARNS & CO. 
BAXTER & COMPANY 


BURNHAM AND COMPANY 
NEW YORK HANSEATIC CORPORATION 
BACON, WHIPPLE & CO. 


INCORPORATED 


HIRSCH & CO. 
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;. Continues Study 
Uses of Fly Ash 
ssoport of industry-spon- 
rch has helped us turn a 
ly wasie by-product into a sale- 
‘comn:odity,” Earl M. Parrish, 
ral superintendent —— power sta- 
dep: stment, Duquesne Light 
pany, : tated at the Annual Meet- 
of B::uminous Coal Research, 
at \Vhite Sulphur Springs, 
‘a, recently. 
4 itumiious Coal Research, Inc., 
poperation with our company as 
as other member company elec- 
utilities, has succeeded in utiliz- 
fy ash. a by-product of the com- 
“fon of pulverized coal, in the 
“Ming, contracting, and processing 
stries,’ he said. 
isposal of fly ash has been a great 
Hem, Mr. Parrish explained, 
pit must be stored in such a man- 
that it will not blow away, wash 
y, or become a nuisance to the 
ounding communities. 
0 combat this, he said, BCR in 
eration with other interested 
nps has been active for several 
s in the research and study of 


the applicable uses of fly ash. He 
pointed out that many of these ac- 
tivities were undertaken jointly with 
Duquesne Light Company. 

In citing a few of the accomplish- 
ments made in fly ash_ utilization, 
Parrish said that Bituminous Coal 
Research, Inc., has: 

(1) been instrumental in having 
fly ash used in the mix of con- 
crete and cinder blocks; 
cooperated in designing a fly 
ash mix for reinforcing con- 
crete pipe ; 
worked with Duquesne Light 
Company to install the first 
Pittsburgh area bituminous 
road containing fly ash—the 
results of which three years 
later led the Pennsylvania 
State Highway Department to 
install a test road of the same 
design ; 
worked with Duquesne to 
build a demonstration con- 
crete road at Duquesne’s El- 
rama Power Station ; 
assembled and published con- 
siderable information on the 
utilization of fly ash, including 


(2) 


publishing an Aid-to-Industry 
handbook on fly ash; and 
(6) had fly ash sintered and has 


made lightweight aggregate 
building blocks. 


Mr. Parrish said that the advan- 
tages of using fly ash in the building, 
contracting, and processing indus- 
tries are that it increases density and 
ultimate strength, improves the flow 
of concrete in the forms, and reduces 
costs. In concrete or cinder blocks, he 
said, the cost is reduced approximate- 
ly 4 cent per block; in the ready- 
mixed concrete it is reduced by ap- 
proximately 50 cents per cubic yard. 


The cost of disposal of fly ash is 
approximately $1.00 per ton, he said, 
and the average selling price is $1.25 
per ton. With about 10 per cent of the 
weight of coal being reclaimed in fly 
ash, he explained, this savings 
amounts to roughly 4.5 per cent of 
the cost of coal we pay in our area. 


“A savings such as this will be of 
value to utilities in helping them re- 
duce their costs and may even post- 
pone rate increases to customers,” he 


added. 





American Appraisals meet 
e requirements of Trust Indentures 


An American Appraisal provides all needed facts 
when the trustee must furnish an authoritative 
certiticate of value, or verify the existence and 


condition of all assets. 


The 


MERICAN APPRAISAL 


Company 


Leader in Property Valuation 
Home Office: Milwaukee 1, Wisconsin 


up—19 ga. doors). 


structure. 
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New Line Construction Body for single or dual whee! chassis from % to 2 tons. 
Length from 8’ to 14° (CA's from 

ample stowage space inside and out. Many plus features at no extra cost. 

@14 and 16 ga. Body Steel (14 ga. ® Concealed metal Winch Box. 
throughout for models rated 1 ton © Curbside Access to tools and 


@ %” Diamond Floor Plate. 
@ 5” Structural Channel Under- 


@ Electric Welded throughout. 

® Telescoping Roof with weather 
tight, easy sliding action. 

@ One piece Smooth Welded Draw- ®@ Bit and Chisel Drawer; Trough for 


ers and Compartments. 
@ Vertical or Horizontal Flush Doors @ Fendix Undercoating at no extra 


with recessed, spring loaded 
latches at no extra charge. 


IMMEDIATE DELIVERY ¢ Distributors in Principal Cities 
Distributors for 


DERRICKS 
813 SOUTH READING AVE., 


More for your Money in 


MORYSVILLE 


48" to 120°"). Sliding roof for derrick; 


equipment used most frequently. 

® Vertical Compartments for climb- 
ers, lines and linemen’s tools. 

® Large, inside ventilated, Rubber 
Goods Compartment. 

®@ Two piece Front Window in crew 
compartment. 


Drills, Tamps, Rods, etc. 


charge. 





ae. WME 
MORYSVILLE 
ie) ody UV G7 Ine. 


BOYERTOWN, PENNA 
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New Generating Unit Ordered 
For Puerto Rico: Will Be Largest 
In Caribbean Area 


THE largest single generating unit 
ever to be installed in the entire area 
bordering the Caribbean has been or- 
dered for Puerto Rico, S. L. Des- 
cartes, executive director of the Puerto 
Rico Water Resources Authority, 
stated recently. In New York to con- 
fer with engineers regarding the proj- 
ect, Mr. Descartes said that the unit, 
with a rated capacity of 75,000 kw 
is scheduled for completion late in 
1959. 

Puerto Rico anticipates an 18 per 
cent growth in power production dur- 
ing the fiscal year 1957-58, a similar 
increase in the following year, and if 
industrial development proceeds at its 
current pace, power production which 
now exceeds 1,200,000,000 kwh an- 
nually, will double by about 1960, Mr. 
Descartes said. 

The capacity of the various power 
plants of the Puerto Rico Water Re- 
sources Authority now approximates 
320,000 kw. Two new 40/44,000 rated 
kw units are now in process of erec- 
tion on the south coast. One is sched- 
uled to be finished before the end of 
this year and the other about the same 
time in 1958. 


VEPCO Receives Merit Award 
For Annual Report 
VIRGINIA Electric and Power Com- 
pany has just received the Merit 
Award from Financial World in the 
magazine’s survey of annual reports 
to stockholders. It was the tenth con- 
secutive year Vepco has won _ the 

Award. 

Vepco President Edwin H. Will 
said the citation qualifies the company 
to compete in three successively nar- 
rower selections resulting in awards 
of bronze, silver and gold “Oscar” 
trophies. 

Vepco previously has won bronze 
and silver “Oscars” fer the best an- 
nual reports in its industrial sub- 
category and in the broad utility field. 

The company was one of 1,874 cor- 
porations, from among 5,000 entries, 
to be cited for information content 
and technical excellence of annual re- 
ports, making it eligible for the sec- 
ond round of judging. 


Connecticut Light & Power Forms 
Data Processing Department 
THE Connecticut Light and Power 


Company has annourced the forma- 
tion of a Data Processing Department 


34 


at its general headquarters with 
George A. Ford, former supervisor 
of the company’s machine accounting 
department, as its director, The new 
department will study the application 
of an electric computer to the records 
and record-keeping of all departments 
of the company. Mr. Ford’s succes- 
sor as supervisor of machine account- 
ing is Cornelius J. Scollan. Named as- 
sistant to Mr. Scollan was N. Louis 
Pellechia. 

Several other changes have become 
effective in CL&P’s industrial sales 
department. Joseph F. Murphy, indus- 
trial sales engineer, has been named 
coordinator of the electric and gas 
sales activities of the industrial sales 
department in the Meriden district. 

Kimil Gross, industrial sales engi- 
neer in Meriden, has been transferred 
to the company’s Bristol district in the 
same capacity. 

John Kroner, engineering sales as- 
sistant in the New Britain district, 
succeeds Mr. Gross in Meriden. 

Samuel H. Lawson, engineering 
sales assistant in the Bristol district, 
is transferred to New Britain suc- 
ceeding Mr. Kroner. 


Two-Stage General Purpose 

Centrifugal Pumps, Class GT 
A 16-PAGE, 2 color bulletin featur- 
ing Ingersoll-Rand’s Class GT gen- 
eral-purpose, centrifugal pumps is 
now available. GT pumps are built 
in six basic sizes ranging in capacities 
from 100 .to 3500 gpm, pressures to 
+50 psi, heads to 1100 ft. and tempera- 
tures at 300°I*. They are horizontally 
split to permit complete accessibility 
of all internal parts without disturb- 
ing the suction and discharge piping. 
According to the announcements, the 
pumps have widespread use on boiler- 
feed service at pressures to 450 psi 
in industrial and municipal power 
plants. 

The smaller size pumps feature sin- 
gle-suction impellers which are mount- 
ed back to back, with inlets opposed, 
thereby neutralizing axial thrust. The 
larger sizes have double-suction im- 
pellers which allow the liquid handled 
to enter simultaneously from both 
sides. This double-suction design also 
provides thrust-free operation of the 
pump under normal operating condi- 
tions, 

This new bulletin, Form 7062-C, 
fully describes in detail the many ad- 
vantages of the Class GT pumps. It 
also incorporates cross-sectional draw- 
ings, installation views, selection 
charts and dimension tables. 


Southwest Electric Compan 
Form Nuclear Power Groy 


FORMATION of an atomic g 
tric power research program fo, 
Southwest area in which natural 
abounds, has been annoviced } 
group of 13 electric comy:nies, 

new group which was oi‘ficially 
corporated in Little Rock. Ark. 
in June is known as_ Southy 
Atomic Energy Associates, Ine, 

The 13 companies form ng they 
organization are the same ones { 
organized the Southwest !’ower P 
during World War II, one of 
largest interconnected electric 
tems in the nation. The pool y 
was eminently successful in preve 
ing power shortages during and 
mediately after the war has con 
ued in operation. These companies 
gether serve a total of 2,225 
customers. 

First president of  Southy 
Atomic Energy Associates is J. R 
ert Welsh, president of Southw 
ern Gas and Electric Comp 
Shreveport, La. W. O. Turner, pry 
dent of Louisiana Power and Li 
Company and Gordon Evans, prj 
dent of Kansas Gas and Elec 
Company are vice presidents. | 
cording to Mr. Welsh the prograt 
aimed at development of a practi 
use of nuclear energy as sup 
mental fuel for future electn 
needs. “Present available fuel int 
Southwest area permits the gene 
tion of electricity at costs, much | 
er than those possible from nue 
energy,” Mr. Welsh announced. 

“However, the new corpora 
hopes to contribute a great deal to 
advancement of atomic technolo 
Also, at the same time we plan 
the ultimate construction and opé 
tion of one or more nuclear pla 
with electric power generating 
city. of 200,000 to 400,000 kilowé 
each,” Mr. Welsh announced. 
expenditure of $5,000,000 in them 
four years on research and devel 
ment of an atomic power prograill 
planned by the organization. 

In addition to the companies 
tioned, other companies from 
states in the group are: Arkats 
Missouri Power Co., Arkansas Pol 
& Light Co., Central Louisiana 
tric Co., Inc., The Empire Dist 
Electric Co., Gulf States Uiilities 
Mississippi Power & Ligh‘ Co. ! 
souri Public Service Co., New Orld 
Public Service, Inc., Oklehoma 
and Electric Co. and Pubic 5 
Co. of Oklahoma. 
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Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value .. . 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 


Robertson 


Q-Panels 


H. H. Robertson Company 
2/24 FARMERS BANK BLDG. ° PITTSBURGH 22, PA. 
Offices in Principal Cities 





—_——————-—-—---} 


La 

Q-Panel walls grace the new Elrama Power 
Plant (above) near Pittsburgh. It was designed 
by Duquesne Light Company’s Engineering 
and Construction Department. The Dravo 
Corporation was General Contractor. 

















Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vices, Inc., designed and built the plant. 


Please send a free copy of your Q-Panel Catalog. 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 








DAY & ZIMMERMANN, INC. 
ENGINEERS 


NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, REPORTS, APPRAISALS AND MANAGEMENT 











*% Standby 
% Augmentation 
*& 100% Town Supply 
Design * Engineering ¢ Construction 


[DRAK E & OKO) ANY ee ®) 1] WEST 42ND STREET NEW YORK 36,N. Y 


for, B & Davis 

, Bacon 

VALUATION En in CONSTRUCTION 
REPORTS Gg cers RATE CASES 


NEW YORK @ CHICAGO e@ LOS ANGELES 











GIBBS & HILL, 1Nc. 
Consulting Engineers 
DESIGNERS ® CONSTRUCTORS 
Los Angeles NEW YORK Tampa 











GILBERT ASSOCIATES, INC. 


GA ENGINEERS © CONSULTANTS © CONSTRUCTORS 
607 WASHINGTON ST. 
READING, PA. 


@ WASHINGTON @ PHILADELPHIA @ NEW YORK 





FOUNDED 1906 








Mention the FortNIGHTLY—It identifies your inquiry 
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W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 

















GuSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 














HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1384 HOLLY AVENUE e COLUMBUS, OHIO 


















JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 














See huljian lopovtio 
| a Coe ee, ee . Poon Ss. 8 UC YO 8S 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA 








William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 

GAS DEVELOPMENT OF CLASS RATES OF RETURN AND —_ REGULATORY 

ELECTRIC CLASS UNIT COST DETERMINATIONS FOR MUNICIPAL 

WATER RATE STRUCTURE MODERNIZATION AND RATE CASES PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 

DARIEN, CONNECTICUT 


















CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Design and Construction Management 
Steam, Hydro Electric and Diesel Plants—Gas Turbine Installations 
BOSTON, MASS. eee CHARLOTTE, N. C. 














(Professional Directory Continued on Next Page) 
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MIDDLE WEST SERVICE COMPANY 


Business and Engineering Consultants 
(INCLUDING JAY SAMUEL HARTT CONSULTING ENGINEERS) 
Organization * Corporate Practices * Accounting * Budgeting * Financing * Taxes ¢ Stock Transfer * Appraisals * Valuations * Economic 


Analysis ¢ Cost of Money Studies * Depreciation Studies * Engineering * System Planning © Industrial Engineering * New Business © Rates * Pricing 
Sales ond Marketing © Safety « Insurance © Pensions * Employee Welfare * Public Relations * Advertising * Personnel © Industrial Relations 


20 NORTH WACKER DRIVE ¢« CHICAGO 6, ILLINOIS 





Pioneer Service & Engineering Co. 


PIONEERS 4 
CONSULTING, DESIGNING AND ‘1 Vs SPECIALISTS IN 
OPERATING ENGINEERS \ } ACCOUNTING, FINANCING, RATES, 


PURCHASING \ by INSURANCE AND DEPRECIATION 
231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 








SANDERSON & PORTER ENGINEERS 
DESIGN * CONSTRUCTION 


NEW YORK NEW YORK 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 














STONE « WEBSTER 
ENGINEERING CORPORATION 
Design e Construction e Reports e« Appraisals 
Examinations e Consulting Engineering 


NEW YORK BOSTON CHICAGO PITTSBURGH HOUSTON 
SAN FRANCISCO LOS ANGELES SEATTLE TORONTO 














The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 








Whitman, Requardt and Associates 
sesicn—surERvsion wih de 


f lic Utiti 
REPORTS — VALUATIONS Peg Na a 


Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
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Abram$/Aerial Survey 


Topographic and Planimetric Maps 
Mosaics, Plans & Profiles for all 
Engineering work. 


Abrams Bldg. Lansing, Mich. 





o 


PETER F. LOFTUS CORPORATION 


Design and Consulting Engineers 


Electrical * Mechanical ¢ Structural 
Civil * Thermodynamic ¢* Architectural 


FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 


o 
% gi 
*uisueo~ 














BURNS & McDONNELL 
Engineers - Architects - Consultants 
KANSAS CITY, MO. 

P.O. Box 7088 
Phone: DElmar 3-4375 


STEAM, GAS & DIESEL POWER STATIONS 


1009 Baltimore 


LUTZ & MAY COMPANY 


Consulting Engineers 


PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


Kansas City 6, Mo. 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies 





g10 Electric Building Indianapolis, Ind. 





MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


romeo ies Gl oy. a >) 
GAS AND SERVICE CO. 


327 So. LaSalle St., Chicago 4, IIL. 

















PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils Mechanics 
Testing—Inspection—Analysis 
Main Office Pittsburgh, Pa. 

32 Laboratories in Principal Cities 








GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 











A. S. SCHULMAN ELECTRIC Co. 


Electrical Contracting Engineers 
founded 1890 
Power STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 
2416 S. MICHIGAN AVE., CHICAGO, ILL. 


Los Angeles Tampa 











FRANCIS S. HABERLY 
CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SoUTH MICHIGAN AVENUE, CHICAGO 





The R. W. STAFFORD CO. 
GAS CONSULTANTS — ENGINEERS 
CONSTRUCTORS 

Natural Gas Conversions 
Plant Management & Operation 
Accident & Insurance Investigations 
Peak Shaving & Standby Plants 
EVANSTON, ILLINOIS 
2944 Grant 5t, Phone UNiversity 4-6190 

















JACKSON & MORELAND INC. 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
Boston New York 








SVERDRUP & PARCEL, INC. 


Engineers — Architects 


Design, Construction Supervision 
Steam and Hydro Power Plants 
Power Systems — Industrial Plants 
Studies — Reports 


St, Louis ° San Francisco e Washington 
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le Builded Better Than He Knew"* 


*Ralph Waldo Emerson's “The Problem” 


brge Stephenson: 


ge Stephenson’s contract for the 
u's first public railroad was won, in 
on the basis of quality and integrity 
eftmanship. Stephenson went on to 
lish nine major railroads, before his 
in 1848. Some of the standards laid 
by him. over one hundred years ago, 
ill in use today. 
en Aus':n Goodyear Day developed 
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nal installations proved that Kerite was 
completely reliable. Throughout the years, 
the inherent qualities of Kerite insulation 
have protected the increasingly heavy 
voltages of utility power and inrdustrial 
lines. Pioneers, and all who serve the 
public, know that time is the measure of a 
product’s value. The proven long-life ser- 
vice of Kerite cable continues as today’s 
standard for major installations around 
the world. 


The value and service life of a product can be no greater than the integrity and craftsmanship of its maker. 


KERITE CABLE 


THE KERITE COMPANY—30 Church St., New York 7, N. Y. 

Offices also at 122 S. Michigan Ave., Chicago; 582 Market St., San Francisco; 
3991 San Fernando Rd., Glendale 4, Calif.; 31 St. James Ave., Boston; 
4101 San Jacinto, Houston 4, Texas; 1010 Euclid Avenue, Cleveland 17, Ohio; 

29 West Lancaster Avenue, Ardmore, Pa. 


Founded 1854 








LOWER ATOMIC POWER COSTS will result from researci: at 
new General Electric Vallecitos Atomic Laboratory, Pleasant- 
ton, Calif. Watching operator demonstrate manipulator 
for handling radioactive materials at May 22 Laboratory 
dedication are (1. to r.) General Electric’s F. K. McCune, 
Vice President and Gen. Manager—Atomic Products Divi- 
sion; George White, Gen. Manager—Atomic Power Equip. 
ment Dept.; and Dr. Ralph Bennett, Laboratory Manager, 


General Electric Vallecitos Atomic Laboratory 
utilities meet growing power demands 


will help electric 


As the nation anticipates an annu- 
al power demand rising to more 
than one trillion kilowatt-hours 
within the next decade, the electric 
utility industry is focussing its 
attention on the role atomic energy 
will inevitably play in meeting this 
vigorous growth. A glance at the 
nation’s energy reserves helps place 
A-Power in its proper perspective. 
It is estimated that nuclear re- 
sources constitute approximately 
95% of our total energy reserves. 


QUESTION OF COST 


A prime concern of electric utilities 
is the present cost of atomic power. 
Increasingly efficient steam plants 
make a constantly moving eco- 
nomic target for atomic industry 
specialists. General Electric’s new 
Vallecitos Atomic Laboratory, dedi- 


cated last month, is an important 
step in the direction of low-cost 
atomic power. The developmental 
Boiling Water Reactor, one of three 
initial facilities at Vallecitos, will 
furnish vitally needed operational 
data on BWR plants—including 
the dual cycle BWR for the 180,- 
000-kw Dresden Nuclear Power 
Station which General Electric will 
build for Commonwealth Edison 
Co. and the Nuclear Power Group, 
Inc. 


ANSWERS FROM NEW LAB 


A general-purpose research and de- 
velopment program at the Val- 
lecitos Laboratory is expected to 
show progress in the design of re- 
actors which reduce the use of non- 
standard materials, and which re- 
quire less precision work in their 





manufacture. Objectives in th 
area of nuclear fuel will be longe 
burnup, reduced reprocessing costs, 
and reduction in the complexity d 
fuel cladding or its eliminatio 
entirely. 


The vital experience ga ned b 
operating the Vallecitos <eactof 
plus the research and deve. opment 
done in the Laboratory wi | strié 
in the direction of lowerin; atomi 
costs. For information on eneral 
Electric’s progress in atom : devtl 
opments, contact your loc: : Appa 
ratus Sales Office. General ‘lectnt 
Company, Section 301-341 4, Sche 
nectady 5, New York. 


Progress /s Qur Most Important i oduct 


GENERAL @ ELEC TRIE 


